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POLITICAL ECONOMY. 



INTRODUCTION. 

It has been said, and perhaps with truth, that the 
conclusions of Political Economy partake more of 
the certainty of the stricter sciences than those of 
most of the other branches of human knowledge. 
Yet we should fall into a serious error if we were to 
suppose that any propositions, the practical results of 
which depend upon the agency of so variable a bein^ 
as man, and the qualities of so variable a compound 
as the soil, can ever admit of the same kinds of proof, 
or lead to the same certain conclusions, as those 
which relate to figure and number. There are in- 
deed in political economy great general principles, to 
which exceptions are of the most rare occurrence, 
and prominent land-marks which may almost always 
be depended upon as safe guides ; but even these, 
when examined, will be found to resemble, in most 
particulars, the great general rules in morals and poli- 
tics founded upon the known passions and propensi- 
ties of human nature : and whether we advert to the 
qualities of man, or of the earth he is destined to cul- 
tivate, we shall be compelled to acknowledge, that the 
science of political economy bears a nearer resem- 



2 INTRODUCTION. 

blance to the science of morals and politics than to 
that of mathematics. 

This conclusion, which could hardly fail to be 
formed merely from a view of the subjects about 
which political economy is conversant, is further 
strengthened by the differences of opinion which 
have prevailed among those who have directed a 
large share of talent and attention to this study. 

During the prevalence of the mercantile system, 
the interest which the subject excited was confined, 
almost exclusively, to those who were engaged in the 
details of commerce, or expected immediate benefit 
from its results. The differences which prevailed 
among merchants and statesmen, which were diffe- 
rences rather in practice than principle, were not cal- 
culated to attract much attention. But no sooner 
was the subject raised into a science by the works of 
the Economists and of Adam Smith, than a memora- 
ble schism divided, for a considerable time, the stu- 
dents of this new branch of knowledge, on the funda- 
jfO^ntal questions — ^What is wealth r and from what 
source or sources is it derived ? 
. Happily for the interests of the science and its use- 
fulness to society, the Economists and Adam Smith 
entirely agreed on some of those great general princi- 
ples which lead to the most important practical con- 
clusions ; such as the freedom of trade, and the leav- 
ing every person, while he adheres to the rules of 
justice, to pursue his own interest his own way, to- 
gether with some others : and unquestionably tKeir 
agreement on these principles affords the strongest 
presumption of their truth. Yet the differences of 
the Economists and Adam Smith were not mere dif- 
ferences in theory ; they were not different interpre- 
tations of the same phenomena, which would have 
1^ infhience on practice; but they involved such 
views of the nature and origin of wealth, as, if adopt- 
ed» would lead, in almost every country, to great 
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practical changes, particularly on the very important 
subject of taxation. 

Since the sera of these distinguished writersi tho 
subject has gradually attracted the attention of a 
greater number of persons, particularly during the 
last tiventy or thirty years. All the main proposi* 
tions of the science have been examined, and ths 
events which have since occurred, tending either to 
illustrate or confute them, iiave been repeatedly dts^ 
cussed. The result of this examination and discus** 
sion seems to be, that on some very important points 
there are still great differences of opinion. Among 
these, perhaps, may be reckoned— The definitions of 
wealth and of productive labour — ^The nature and 
measures of value — ^The nature and extent of the 
principles of demand and supply — The origin and 
progress of rent— The causes which determine the 
wa^es of labour and the profits of stock — ^The causes 
which practically retard and limit the progress of 
wealth — ^The level of the precious metals in different 
countries— Thp principles of taxation, &c. On all 
these points, and many others among the numerous 
subjects which belong to political economy, differen- 
ces have prevailed among persons whose opinions are 
entitled to attention. Some of these questions are to 
a certain decree theoretical ; and the solution of them, 
though obviously necessary to the improvement of 
the science, might not essentially affect its practical 
rules ; but others are of such a nature, that the deter- 
mination of them one way or the other will necessa* 
rily influence the conduct both of individuals and of 
governments ; and their correct determination there* 
fore must be a matter of the highest practical im- 
portance. 

In a science such as that of political economy, it is 
not to be expected lliat an universal assent should be 
obtained to all its important propositions ; but, in or- 
der to give them their proper weight and Justify their 
being acted upon, it is extremely desirable, indeed 
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almost necessary, that a considerable majority of 
those who, from their attention to the subjecjt, are 
considered by the public as likely to be the most com- 
petent judges, should agree in the truth of them. 

Among those writers who have treated the subject 
scientifically, there is not perhaps, at the present mo- 
ment, so general an agreement as would be desirable 
to give effect to their conclusions ; and the writers 
who peculiarly call themselves practical, either draw 
no general inferences, or are so much influeuded by 
narrow, partial, and sometimes interested views, that 
tto reliance can be placed on them for the establish- 
ment of general rules. The last twenty or thirty 
years have besides been marked by a train of evei^ts 
of a most extraordinary kind ; and there has hardly 
yet been time^so to arrange and examine them, as to 
see to what extent they confirm or invalidate the re- 
ceived principles of the science to which they relate. 

The present period, therefore, seems to be unpro- 
pitious to the publication of a new systematic treatise 
on political economy. The treatise .which we al- 
ready possess is still of the very highest value ; and 
till a more general agreement shall be found to take 
place, both with re^ct to the controverted points of 
Adam Smith's work, and the nature and extent of 
the additions to it, which the more advanced stage of 
the science has rendered necessary, it is obviously 
more advisable that the different subjects which ad- 
mit of doubt should be treated separately. When 
these discussions have been for some time before the 
public, and a sufficient opportunity has been given, 
by the collision of different opinions and an appeal to 
experience, to separate what is true from what is 
false, the different parts may then be combined into a 
consistent whole, and may be expected to carry with 
it such weight and authority as to produce the most 
Oseful practical results. 

The principal cause of error, and of the differences 
#liich prevail at present among the scientific writers 
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on political economy, appears to me fo be, a precipi- 
tate attempt to simplify and generalize; and while 
their more practical opponents draw too hasty infe- 
rences from a frequent appeal to partial facts, these 
writers run into a contrary extreme, and do not suffi- 
ciently try their theories by a reference to that enlarg- 
ed and comprehensive experience which, on so com- 
plicated a subject, can alone establish their truth and 
utility. 

To minds of a certain cast there is nothing so cap- 
tivating as simplification and generalization. It is 
indeed the desirable and legitimate object of genuine 
philosophy, whenever it can be eflTected consistently 
with truth ; and for this very reason, the natural ten- 
dency towards it has, in almost every science with 
which we are acquahited, led to crude and premature 
theories. 

In political economy the desire to simplify has oc- 
casioned an unwillingness to acknowledge the ope- 
ration of more causes than one in the production of 
particular effects ; and if one cause would account for 
a considerable portion of a certain class of phenome- 
na, the whole has been ascribed to it without suffi- 
cient attention to the facts, which would not admit 
of being so solved. I have always thought that the 
late controversy on the bullion question presented a 
signal instance of this kind of error. Each party 
being possessed of a theory which would account for 
an unfavourable exchange, and an excess ol the mar- 
ket price above the mint price of bullion, adhered to 
that single view of the question, which it had been 
accustomed to consider as correct ; and scarcely one 
writer seemed willing to admit of the operation of 
both theories, the combination of which, sometimes 
acting in conjunction and sometimes in opposition, 
could alone adequately account for the variable and 
oomplicated phenomena observable.* 

• It Bmst be allowed, howerer, that the theory of the BuHiooiflf, tliooKh too ex- 
clinive, accounted for much tbe lar|;ett proportion or the phmomeiia in qnevtioo ; 
and perhaps it may be gaid with truth that Xht Bullioo Report itielf wu aiorc frf* 
(torn Uia«rror 1 haT« advtrted to, than any other woit thM appctrid. 
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It is certain that we cannot too highly respect and 
venerate that admirable rule of Newtoo, not to admit 
more causes than are necessary to the solution of the 
phenomena we are considering ; but the rule itself im- 
plies, that those which really are necessary must be 
admitted. Before the shrine of truth, as discovered 
by facts and experience, the fairest theories and the 
most beautiful classifications must fall. The chemist 
of thirty years ago may be allowed to regret, that 
new discoveries m the science should disturb and 
confound his previous systems and arrangements ; but 
he is not entitled to the name of philosopher, if he 
does not give them up without a struggle, as soon as 
the experiments which refute them are fully estab* 
lished. 

The same tendency to simplify and generalize, 

Sroduces a still greater disinclination to allow of mod- 
ifications, limitations, and exceptions to any rule or 
proposition, than to admit the operation of more 
causes than one. Nothing indeed is so unsatisfactory, 
and gives so unscientific and unmasterly an air to a 
proposition, as to be obliged to make admissions of 
this kind ; yet there is no truth of which I feel a 
stronger conviction, than that there are many impor* 
tant propositions in political economy which absolute- 
ly require limitations and exceptions ,- and it may be 
confidently stated, that the frequent comlHnation d 
complicated causes, the action and reaction of cause 
and effect on each other, and the necessity of limita- 
tions and exceptions in a considerable number of im- 
portant propositions, form the main difficulties of the 
science, and occasion those frequent mistakes which 
it must be allowed are made in the prediction of 
results. 

To explain myself by an instance. Adam Smith 
has stated, that capitals are increased by parsimony^ 
that every frugal man is a public braefactor,* and 

• WtMk oflfatiaoi, Book II. e. iii. pp. 15—18. 6tk edit 
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that tlie increase of wealth depends npon the balance 
of produce above consumption.* That these pro- 
positions are true to a ;^eat extent is perfectly un- 
questionable. No considerable and continued in- 
crease of wealth could possibly take place without 
that degree of frugality which occasions, annually, 
the conversion of some revenue into capital, and 
creates a balance of produce above consumption ; but 
it is quite obvious that they are not true to an indefi-* 
nite extent, and that the principle of saving, pushed 
to excess, would destroy the motive to production. 
If every person were satisfied with the simplest food, 
the poorest clothing, and the meanest houses, it is cer- 
tain that no other sort of food, cloathing, and lodging 
would be in existence ; and as there would be no ade- 
quate motive to the proprietors of land to cultivate 
'well, not only the wealth derived from conveniences 
and luxuries would be quite at an end, but if the 
same divisions of land continued, the production of 
food would be prematurely checked, and population 
would come to a stand long before the soil had been 
well cultivated. If consumption exceed production, 
the capital of the country must be diminisned, and its 
wealth must be gradually destroyed from its want of 
power to produce ; if production be in a great excess 
above consumption, the motive to accumulate and 
produce must cease from the want of will to con- 
sume. The two extremes are obvious ; and it fol- 
lows that there must be some intermediate pomt, 
though the resources of political economy may not be 
able to ascertain it, where, taking into consideration 
both the power to produce and the will to consume, 
the encouragement to the increase of wealth is the 
greatest. 

The division of landed property presents another 
obvious instance of the same kind. No person has 
ever for a momeat doubted that the division of such 

•0MklV.ciii.p.269. 
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immense tracts of laad as were formerly in possession 
of the great feudal proprietors must be favourable to 
industry and production. It is equally difficult to 
doubt that a division of landed property may be car- 
rier! to such an extent as to destroy all the benefits to 
be derived from the accumulation of capital and the 
division of labour, and to occasion the most extended 
poverty. There is here then a point, as well as in the 
other instance, though we may not know how to 
place it, where the division of property is best suited 
to the actual circumstances of the society, and calcu- 
lated to give the best stimulus to production and to 
the increase of wealth and population. It follows 
clearly that no general rule can be laid down, respect- 
ing the advantage to be derived from saving, or the 
division of property, without limitations and excep- 
tions ; and it is particularly worthy of attention that* 
in cases of this kind, where the extremes are obvious 
and striking^ but the most advantageous mean caimot 
be marked, that in the progress of society effects mar 
be produced by an unnoticed approximation to this 
middle point, which are attributed to other causes, 
and lead to false conclusions. 

The tendency to premature generalization occa- 
sions also, in some of the principal writers on political 
economy, an unwillingness to bring their theories to 
the test of experience. I should be the last person to 
lay an undue stress upon isolated facts, or to think 
that a consistent theory, which would account for 
the great mass of phenomena observable, was imme- 
diately invalidated by a few discordant appearances, 
the reality and the bearings of which, there might not 
have been an opportunity of fully examining. But, 
certaihiy, no theory can have any pretension to be 
accepted as correct, which is inconsistent with gene- 
ral experience. Such inconsistency appears to me 
at once a full and sufficient reason for its rejection. 
Under such circumstances it must be either radically 
false, or essentially incomplete ; and in either case, 
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it can neither be adopted as a satisfactory solation of 
existing phenomena, nor acted upon wim any degree 
of safety for the future. 

The first business . of philosophy is to account for 
things as they are ; and til! our theories will do this, 
they ought not to be the ground of any practical con- 
clusion. I should never have had that steady and 
unshaken confidence in the theory of population 
which I have invariably felt, if it had not appeared 
to me to be confirmed, in the most rraiarkable man** 
ner, by the state of society as it actually exists in 
every country with which we are acquamted. To 
this test [ appealed in laying it down ; and a frequent 
appeal to this sort of experience is pre-eminently ne- 
cessary in most of the subjects of political economy, 
where various and complicated causes are often m 
operation, the presence of which can be ascertain- 
ed only in this way. A theory may appear to be cor- 
fi^ct, and may really be correct under given premises ; 
it may fnrther appear that these premises are the 
same as those under which the theory is about to be 
applied ; but a difference, which might before have 
been unobserved, may shew itself in the difference of 
the results from those which were expected ; and the 
theonr may justly be considered as ifailing, whether 
this failure arises from an original error in its forma* 
tioo, or from its general inapplicability, or specifie 
misapplication, to actual circumstances. 

Where unforeseen causes may possibly be in ope- 
ration, and the causes that are foreseen are liable to 
^reat variations in their strength and efficacy, an ac- 
curate yet comprehensive attention to facts is neces-* 
sary, both to prevent the multiplication of erroneous 
theories, and to confirm and sanction those that are just« 
. The science of political economy is essentially 
tyfactical, and applicable to the common business of 
niiman life. There are few branches of human 
knowledge where false views may do more harm, 
or just views more good. I cannot agree, therefore, 

2 
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with a writer in one of our most popular critical jour-' 
nals, who considers the subjects ot population, bul* 
lion, and corn laws in the same light as the scholastic 
questions of the middle ages, and puts marks of ad- 
miration to them expressive of his utter astonishment 
that such perishable stuff should engage any portion 
of the public attention.* 

In the very practical science of political economy 
perhaps it mieht be difficult to mention three subjects 
more practics^than those unfortunately selected for a 
comparison with scholastic questions. But in fact, 
most of the subjects which -belong to it are peculiarly 
applicable to the common concerns of mamkindu 
what shall we say of all the questions relating to 
taxation, various and extensive as they are ? It will 
hardly be denied that they come home to the business 
and bosoms of mankind. What shall we say of the 
laws which regulate exchangeable value, or every act 
of purchase and exchange which takes place in our 
markets ? What of the Taws which regulate the pro* 
fits of stock, the interest of money, the rent of land, 
the value of the precious metals in different countries* 
the rates of exchange, &c. &c. ? 

The study of the laws of nature is, in all its 
branches, interesting. Even those physical laws by 
which the more distant parts of tlie universe are 
governed, and over which, of course, it is impossible 
for man to have the slightest influence, are yet noble 
and rational objects of curiosity ; but the laws which 
regulate the movements of human^ociety have an in- 
finitely stronger claim to our attention, both because 
they relate to objects about which we are daily and 
hourly conversant, and because their effects are con- 
tinually modified by human interference. 

There are some eminent persons so strongly at- 
tached to the received general rules of political eco- 
nomy, that, though they are aware that in practice 

* Qoarterlf Bevieir, No. ixix. Art. viii. 
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^me exceptions to them may occasionally occur; 
yet they do not think it wise and politic to notice 
them, for fear of directing the pubhc attention too 
much and too frequently to exceptions, and thus 
weakening the force and utility of tne general rules. 

It is, for instance, one of the most general rules in 
political economy, that governments should not inter- 
fere in the direction of capital and industry, but leave 
every person, so long as he obeys the laws of justice, 
to pursue his own inter^t in his own way, as the 
best security for the constant and equable supply of 
the national wants. Though to this rule they allow 
that exceptions may possibly occur; yet thinking that 
the danger from the officious meddling of govern- 
ments is so much greater than any which could arise 
from the neglect of such exceptions, they would be 
inclined to make the rule universal. 

In this, however, 1 cannot agree. Though I should 
most readily allow that altogether more evil is likely 
to arise from governing too much, than from a ten- 
dency to the other extreme ; yet, still, if the conse- 
quences of not attending to these exceptions were of 
sufficient magnitude and frequency to be .conspicuous 
to the public, I should be decidedly of opinion, that 
the cause of general principles was much more likely 
to lose than to gain by concealment. Nothing can 
tend so strongly to bring theories and general princi- 
ples into discredit, as the occurrence of consequences, 
from particular measures, which. have not be^ fore- 
seen. Though in reality such an event forms no just 
objection to theory, in the general and proper sense 
of the term ; yet it forms a most valid objection to 
the specific theory in question, as proving it in some 
way or other wrong ; and with the mass of mankind 
this will pass for an impeachment of general princi- 
ples, and of the knowledge or good faith of those 
who are in the habit of inculcating them. It appears 
to me, I confess, that the most perfect sincerity, to- 
gether with the greatest degree or accuracy attainable, 
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founded upon th6 most comprehensive view of aH thm 
circumstances of the case, are necessary to give that 
credit arid circolation to general principles which is 
so desirable. And no views of temporary advantaee, 
Bor, what is more likely to operate, the fear of ae- 
ftroying the simplicity of a general rule, should ever 
tempt us to deviate from the strict line of truth, or to 
conceal or overlook any cirqumsbmces that may inters 
fere with the universality of the principle. 

There is another class of persons who set a very 
high value upon the received general rules of political 
economy, as of the most extensive practical use. 
They have seen the errors of the mercantile system 
refuted and replaced by a more philosophical and cor- 
rect view of the subject ; and having n^ide themselves 
masters of the question so far, they seem to be satisfi- 
ed with what they have got, and do not look with a 
fhvorable eye on new and further inquiries, particular- 
ly if they do not see at once clearly and distinctly to 
what beneficial effects they lead. 

This indisposition to innovation, even in science^ 
may possibly have its use, by tending to check crude 
cmdf premature theories ; but it is obvious that, if car*^ 
ried too for, it strikes at the root of all improvemenC^ 
It is impossible to observe the great events of the last 
twenty-five years in their relation to subjects belong- 
ing to political economy, and sit down satisfied with 
what has been already done in the science. But if 
the science be manifestly incomplete, and yet of the 
highest importance, it would surely be most unwise 
to restrain inquiry, conducted upon just prineiples, 
even where the immediate practical utility of it was 
not visible. In mathematics, chemistry, and every 
branch of natural philosophy, how many are the iiir 
quiries necessary to their improvement and com- 

Etetion, which, taken separately, do not appear to 
jad to any specifically advantageous purpose ! How 
many useful inventions, and how much valuable and 
unproving knowledge wouI4 have been lost;, if a ra^ 
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tional curiosity and a mere love of information had 
not geoeraliy been allowed to be a sufficient motive 
for the search after truth I 

I should not, therefore, consider it as hy anr means 
conclusive against further inquiries in pohtical ecooo^ 
my, if they would not always bear the rigid ap^lica«^ 
tion of the test of cui bono ? But such, in fact, is the 
nature of the science, so intimately is it connected 
with the business of mankind, that I reallv believe 
more of its propositions will bear this test than those 
of any other department of human knowledge* 

To trace distinctly the operations of that circle of 
causes and effects in political economy which are 
acting and re-acting on each other, so as to foresee 
their results, and lay down general rules accordingly, 
is, in man^ cases, a task of very great difficulty. 
But there is scarcely a single inquiry belon^ng to 
these subjects, however abstruse and remote it may 
at first sight appear, which in some point or other 
does not hear directly upon practice. It is unques^ 
ikmably desirable, therefore, botb with a view to the 
improvement and compietioa of iht* science, and the 
practical advantages which may be expected from it, 
that such inquiries should be pursued ; and no c€»m«- 
mon difficuhy or obscurity should be allowed to de- 
ter those who have leisure and ability for such re- 
«arches» 

In many eases, indeed, it may not be possible to 
predict results with certainty, on account of the 
complication of the causes in action, the different 
degrees of strength and eificacT with which they 
may operate, and the number of unfoceseen cmmi»- 
aiances which are likely to hiterfere; but tt is surely 
knoviied^e of the h^best importancCf to be able to 
draw a hoe, with toferable precision, between those 
cases where the expected results are certain, and 
&09e where they afe doubtful ; and further to be abb 
satisfactorily to expkuny ia the latter cafe, the i 
ol mck ttocerlaiaty. 
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To know what can be done, and how to do it, is, 
beyond a doubt, the most valuable species of infor- 
mation. The next to it Is, to know what cannot be 
done, and why we cannot do it. The first enables 
us to attain a positive good, to increase our powers^ 
and augment our happiness: the second saves us 
from the evil of fruitless attemots, and the loss and 
misery occasioned by perpetual failure. 

But these inquiries demand more time and applica- 
tion than the practical statesman, whom of all others 
they most nearly concern, can give to them. In tht 
public measures of every state all are, no doubt, in- 
terested ; but a peculiar responsibility, as well as in* 
terest, must be felt by those who are the principal 
advisers of them, and have the greatest influence in 
their enactment ; and if they have not leisure for such 
researches themselves, they should not be unwilling, 
under the guidance of a sound discretion, to make 
use of the advantages which may be afforded by the 
leisure of others. They will not indeed be justified 
in taking any decided steps, if they do not them- 
selves see, or at least think they see, the way they 
are going ; but they may be (airly expected to make 
use of all the lights which are best calculated to illu- 
mine their way, and enable them to reach the object 
which they have in view. 

It may perhaps be thought that, if the great princi- 
ple so ably maintained by Adam Smith be true, name- 
ly, that the best way of advancing a people to- 
«wards wealth and prosperity is not to interfere with 
them, the business of government, in matters relating 
to political economy, must be most simple and easy. 

But it is to be recollected, in the first place, that 
there is a class of duties connected with these sub- 
jects, which, it is universally acknowledged, belongs 
to the Sovereign ; and though the line appears to be 
drawn with tolerable precision, when it is considered 
generally ; yet when we come to particulars, doubts 
may arise, and certainly in many instances have WB" 
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en, as to the subjects to be included in this chssifica^ 
tion. To what extent education and the support of 
the poor should be public concerns P What snare the 
Government shdbld take in the construction and 
maintenance of roads, canals, public docks ? What 
course it should adopt with re^gard to colonization 
and emigration, and in the support of forts and es- 
tablishments in foreign countries ? On all these ques- 
tions, and many others, there may be differences of 
opinion ; and on all these questions the sovereign and 
his ministers are called upon to decide. 

Secondly, every actual government has to adminis* 
ter a body of laws relating to agriculture, manufac- 
tures, and commerce, which was formed at a period 
comparatively unenlightened, and many of which, 
therefore, it must be desirable to repeal: but to see 
fully the amount of partial evil arising from present 
change, and the extent of general cood to be effected 
by it, so as to warrant active interference, requires no 
inconsiderable share of knowledge and judgment; 
while to remain inactive under such circumstances, 
can only be justified by a conviction, founded on the 
best grounds, that in any specific change contemplat- 
ed, taken in all its consequences, the balance ot evil 
will preponderate. 

Thiraly, there is one cause in every state v^hich ab- 
solutely impels the government to action, and puts an 
^d to the possibility of letting things alone. This 
is the necessity of taxation ; and as taxes cannot, in 
the nature of things, be imposed without interfering 
with mdividual industry and wealth, it becomes a 
matter of the very highest importance to know how 
they may take place with the least possible prejudice 
to the prosperity of the state, and the happiness of 
individuals. 

With regard to this latter subject indeed, it bears 
on so many points, that the truth or falsehood of the 
theories on all the principal questions in political econ- 
omy would occasion, or at leaft ought to occaaion* a 
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practical dtflference in the mode of raising some <^ 
the actual taxes. It is well known that, if the the*- 
ory of the Economists were true, all taxes should 
be laid on the land ; and it depends entirely upon the 
general laws which regulate the wages of labour, th^ 
profits of stock, the rent of land, exchangeable value^ 
the currencies of different countries, the producticm 
and distribution of wealth, &c. &c. whether any ex*- 
isting system of taxation be the best, or whether it 
might be altered for the better. 

ft is obviously, therefore, impossible for a govern- 
nient strictly to let things take their natural course ; 
and to recommend such a line of conduct, without 
limitations and exceptions, could not fail to bring 
disgrace upon general principles, as totally inapplica^ 
ble to practice. 

It may, however, safely be asserted, that a propen- 
sity to govern too much is a certain indication of ig^ 
norance and rashness. The ablest physicians are tht 
most sparing in the use of medicine, and the most in- 
dined to trust to the healing power of nature* The 
statesman, in like manner, who knows the most of h\^ 
business, will be the most unwilling to interrupt the 
natural direction of industry and capital. But both are 
occasionally called upon to interfere, and the more 
science they respectively possess, the more judiciously 
will they do it ; nor will the acknowledged propriety 
of intenering but little supersede, in any degree, the 
use of the most extensive professional knowledge ill 
both cases. 

One of the specific objects of the present work is 
to prepare the general rules of political economy ft* 
practical application, by a frequent reference to expe- 
rience, andf by taking as comprehensive a view as I 
can of all the causes that concur in the production ctf 
particular phenomena. 

I am sufficiently aware, that in this mod^ of con- 
ducting inquiry, there is a chance of falling into er- 
rors of an opposite kind to those which arise from h 
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tendency to simplification. Certain apHpfearances, 
which are merely co-existeat and incidental may be 
mistaken for causes; and a theory formed upcm tbis^ 
mistake will miite the double disadvantage of being 
both complex and incorrect. I am inclined to think 
that Adam Smith occasionally fell into this error, and 
drew 'vaieteoces from actual aroearances, not warrant- 
ed by general principles. From the low price of 
wheat, for instance, during the first half of the last 
century, he seems to^ infer that wheat is generally 
cheaper in rich than in poor countries ; and from the 
small quantity of ccnm actually imported duringthat Per- 
nod, even in the scarcest years, he infers eeneralljr, that 
the quantity imported can never be such as to inter* 
fere with the nome growth. The actual state of 
things at a subsequent period, and particularly during 
the hist twenty*five years, has sufficiently shewn that 
these appearances were merely incidental ; that a very 
rich country may have its corn extremely dear, as wo 
^ould naturally expect; and that importation m 
England has amounted to more than ^ instead of 
rff* part of the crop raised in the country ; and may, 
therefore, essentially interfere with the homd growth. 

Aware, however, of my liability to this error ott 
the one side, and to the error of not referrinff suffi- 
ciently to experience on the other, my aim wiU be to 
pursue, as far as I am able, a just mean between the 
two extremes, and to approach, as near as J can, to 
the ereat object of my research — the truth. 

Many of the doctrines of Adam Smith, whidi had 
been considered as settled, have lately been called in 
questicm by writers entitled to great attention; but 
they have often faiiled, as it appears to me, to make 
good their objections ; and in sul such cases I have 
thought it desirable to examine anew, with reference 
to such objections, the groimds on which his doctrines 
are founded. 

• VfealUi of Nataom, B. IV. e. u, p. 190. 6th aKt 

3 
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It has been mj vnA to avoid giving to my work 
a controversial air. Yet to free it entirely from cofn* 
troversyi while one of my professed objects is to dn- 
cuss controverted opinions, and to try thrir tnith by 
a reference to an enlarged experience, is obviously 
not possible. There is one modem work, in particu- 
lar, of very high reputation, some of the fundamental 
princifdes of whicn have a4)peared to me, after the 
most mature deliberation, to be erroneous; and I 
should not have done Justice to the ability vridi whkh 
It b written, to the high authorily of the writer, and 
the interests of the science of which it treats, if it had 
not specifically engaged a considerable portion of mj 
attention. I allucb to Mr. ELicardo's work, ^^ On the 
Principles of Political Economy and Taxation.^^ 

I have so very high an opinion of Mr. Ricardo's 
talents as a poUncal economist, and so entire a con- 
viction of his perfect sincerity and love of truth, that 
I frankly own I have sometimes felt almost stag^red 
by his authority, while I have remained unconvinced 
by his reasonings. I have thought that I must unac- 
countably have overlooked some essential points, 
either in my own view of the subject, or in his ; and 
this kind (h doubt has been the principal reason of 
my delay in publishing the present volume. But I 
shall hardly be suspectai of not thinking for myself on 
these subjects, or of not feeling such a degree of con- 
fidence in my own conclusions, after having taken 
full time to form them, as to be afraid of submitting 
them to the decision of the public. 

To those who are not acMjuainted with Mr. Ricar- 
do's work, and do not properly appreciate the in^ 
nuity and consistency of tne system which it mam- 
tains and developes with so much ability, I am ap^ 
prehensive that I shall appear to have dwelt too long 
upon some of the points on which we difier. But as 
they are, for the most part, of great importance both 
theoredodly and practically, and as it appeared to me 
extremely desirable, with a view to the interests of 
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the fldence, tliat^they should, if possible, be settled, I 
did not feel myself justified in giving less time to the 
consideration of them. 

I am far frcHn saying that I may not be wrong in 
the conclusions at which I have arrived, in opposi- 
tion to those of Mr. Ricardo. But I am conscious 
that I have taken all the means to be right, which 
patient investigation and a sincere desire to get at the 
troth can give to the actual powers of my understand- 
ing. Ana with this consciousness, both with respect 
to the opinions 1 have opposed, and those which I 
have attempt^l to establisn, I feel no reluctance ii| 
committing the results to the decision of the public 
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CHAPTER 1. 

6s TBB DEFINITIONS OF WEALTH AND PRODUCTIVE 
liABUUR. 

SECTION I. 

On Ike DeJinMons </ IVtiUth. 

Of the subjects which have given rise to difierences 
of opinion among political economists, the definition 
of wealth is not the least remarkable. Such diffe- 
rences could hardly have taken place, if the definition 
had been obvious and easy ; but, in reality, the more 
the subject is considered, the more it will appear dif- 
ficult, if not impossible, to fix on one not liable to 
some objection. In a work, however, on a science 
the great object of which is, to inquire into the causes 
which influence the progress of wealth, it seems 
natural to look for some definition of those objects^ 
the increase or decrease of which we are about to 
estimate ; and if we cannot arrive at perfect accuracy, 
80 as to embrace all we wish and exclude all we 
wish in some short description, it seems desira- 
ble to approach as near to such a description as 
we can. It is known not to be very easy to 
draw a distinct line between the animal, vege- 
table, and mineral kingdoms; yet the advantage 
of such a classification is universally acknowledged ; 
and no one, on account of a difiSculty in a few cases 
pf little consequence, would refuse to make use of so 
convenient an arrangement. 

It has sometimes been said that every writer is at 
liberty to define his terms as he pleases, provided he 
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always uses them strictly in the sense proposed. 
Such a liberty, however, may be fairly doubted ; at 
least it must be allowed that if a person chooses to 
give a very madequate or unusual definition in refe- 
VBDce to the subject on which he proposes to treat, 
he may at once render his inquiries completely fatile. 
If, for instance, a writer, professaig to treat of the 
wealth of nations, were to define wealth to consist 
exclusively of broad-cloth, it is obvious that, howevw 
consistent be might be in the use of his terms, or 
however valuable a treatise he might produce on this 
one article, he would evidently have given but v^ 
little information to those who were looking for a 
treatise on wealth, according to the common accep- 
tation of the term. 

So important, indeed, is an appropriate definition, 
that pernaps it is not going too far to say, that the 
comparative merits of the systems of the Economists 
and Adam Smith depend mainly upon their different 
definitions of wealtn and of productive labour. If 
the definitions which the Economists have given of 
wealth and of productive labour be correct, tkeir sys- 
tem has the advantage: if the definitions which 
Adam Smith has given ot wealth and of productive 
labour be the most correct, his system is superior. 

Of those writers who have either given a regular 
definition of wealth, or have left the sense in which 
they understand the term to be collected from their 
works, some appear to have coafiaedit within too 
narrow limits, and others to have extended it greatly 
too far. in the formei class the Economists stand 
pre-eminent They have confined weattb, or riches, 
to the neat ptoduce derived bom the laad ; mnd m so 
doin^ thejT nave greatly dimiaiBhed the vahie of their 
inquiries, ia reference to the most faaiiliaF aad accus- 
tomed sense in which the term, wealth, is andq^ood^ 

Among the definitions which have extended the 
meaning of the term wealth too fkr, Lord Lauder- 
dale's may be taken as an example. He defines 
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wes^ to bet '* All that man deaifes as useful mod 
delightful to hinu"* 

This delGuutioa obviously includes every thing, 
whether material or intellectual, whether tangible or 
otiberwise, which contributes to the advantage or 
pleasure of mankind, and, of course, includes t& be- 
nefits and gratifications derived from religion, from 
morals, from political and civil liberty, from oratory, 
from instructive and agreeable conversation, from 
music, dancing, acting, and other similar sources. 
But an inquiry into the nature and causes of these 
kinds of wealth would evidently extend beyond the 
bounds of any single science. If we wish to attain 
any thing like precision in our inquiries, when we 
treat of wealth, we must narrow the field of inquiry, 
and draw some line, which will leave us only those 
objects, the increase or decrease of which is capable 
of being estimated with more accuracy. 

The line, which it seems most natural to draw, is 
that which separates material from immaterial ob* 
jects, <Hr those which are capable of accumulation and 
definite valuation, from those which rarely admit of 
these processes, and never in such a degree as to af- 
ford useful practical conclusions. 

Adam Smith has no where given a very regular 
and formal definition of wealth ; but that the meanmg 
which he attaches to the term is confined to materi- 
al objects, is, throughout his work, sufficiently mani- 
fest His prevailing description of wealth may be 
said to be, ^^ the annual proouce of land and labour" 
The objections to it, as a definition, are, that it refers 
to the sources of wealth bef<^e we are told what 
wealth is, and that it is besides not sufficiently dis- 
eriminate, as it would include all the useless products 
of the earth, as well as thoee which are appropriated 
and enjoyed by 
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To aroid these objections, and to keep at an eqaal 
distance from a too confined or too indiscriminate sense 
of Ae term, I should define wealth to be, those mofe- 
rkd obfects which are necessary, useful, or agreeable 
to mankind. And I am inclined to befieve, that the 
definition, thus limited, includes nearly all tiie obfecta 
which usually enter into our conceptions when we 
speak of wealth or riches ; an advantage of consi- 
derable importance, so long as we retain diese terms 
both in common use^ and in the vocabulary of political 
economy. 

It is obviously, indeed, rather a metaphorical thaB 
a strict use of the word wealth, to apply it to enery 
benefit or gratification of which man is susceptible ; 
and we should hardly be prepared to acknowledge 
the trutb of the proposition which affirmed, that rich- 
es were the sole source of human happiness. 

It may fairly, therefore, 1 think, be said, that the 
weal A spoken of, in the science of political economy, 
is ccmfined to material objects. 

A country will therefore be rich or poor aocoidmg 
to die abundance or scarcity with which these mate- 
rial objects are supplied, compared with the extent of 
territory ; and the people Will be rich or poor accord- 
ing to the abundance with which diey are supplied, 
compared with the population. 



SECTION II. 
On ProiuetivB md tt^rodacUve LAorn. 

The question of productive labour is closely cob^ 
nected with the definkion of wealth. Both the Eco- 
nomists and Adam Smith have uniformly applied the 
term productive to that species of labour which pro- 
duces what they call wealth, according to tibeir seve- 
ral views of its nature and origin. The Economists 
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therefore, who confine wealth to the products of the 
soil, mean by productive labour, that labour alone 
which is employed upon the land. Adam Smith, who 
eonsiders all the material objects which are useful to 
man as wealth, means by productive labour, that la^ 
bour, which realizes itself either in the production or 
increased value of such material objects. 

This mode of appl^ring the term, productive labour^ 
to the labour which is productive oi wealth, howev- 
er wealth may be defined, is obviously useful, and^ 
with a view to clearness and consistency in the use 
of the terms of political economy, should always be 
adhered to. But as some writers have not used the 
terms in this way, and as those who have been dispos* 
ed so to use them have not agreed in their definitions 
of wealth, it was to be expected that the term pro-' 
ductive labour should give rise to great differences of 
opiuion. 

The doctrine laid down by Adam Smith on this 
subject has been controverted by two opposite parties, 
one of which has imputed to him an mcorrect and 
unphilosophical extension of the term, productive, to 
objects wnich it ought not to include, and others have 
accused him of a similar want of precision, for at- 
tempting to establish a distinction between different 
sorts of labour where no distinction is to be found. 

In proceeding to give my reasons for adoptbg the 
opinion of Adam Smith, I shall first endeavour to 
shew, that some such cl^sification of the different 
kinds of labour is really called for in an inquiry into 
the nature and causes of the wealth of nations, and 
that a considerable degree of confusion would be in- 
troduced into the science of political economy by an 
attempt to proceed without it We shall be less dis- 
posed to be disturbed by plausible cavils, or even by a 
few just exceptions to tne complete accuracy of a 
definition, if we are convinced that the want of pre- 
cision which is imputed to it, is beyond ccmiparison 
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less in amount and importance than the want of 
precision which would result from the rejection of 
It. 

In the first place then, it will readily be grslnted, 
that as capital, in whatever waj it may be defined, is 
absolutely necessary to the division of labour and the 
use of machinery, its powerful influence on the pro- 
gress of national wealth must be considered as incon- 
trovertibly established. But in tracing the cause of 
the different effects of produce employed as capital, 
and of produce consumed as revenue, we shall 
find that it arises from the difierent kinds of la- 
bour maintained by each ; and in speaking, therefore, 
and treating of capital, it seems quite necessary 
to have some term for the kind of labour which it 
generally employs, in contradistinction to the kind of 
labour generally employed by revenue, in order to ex- 
plain its nature and operation, and the causes of itjs 
mcrease. 

Secondly, it is stated by Adam Smith, and it must 
be allowed to be stated justly, that the produce which 
is annually saved is as regularly consumed as that 
which is annually spent, but that it is consumed by 
a different set of people. If this be the case, and if 
saving be allowed to b(^ the immediate cause of the 
increase of capital, it must be absolutely necessary, in 
all discussions relating to the progress of wealth, to 
distinguish by some particular title a set of people, 
who appear to act so important a part in accelerating 
this progress. Almost all the lower classes of peo- 
ple of every society are employed in some way or 
other, and if there were no grounds of distinction 
in their employments, with reference to their ef- 
fects on the national wealth, it is difficult to con- 
ceive what would be the use of saving from reve- 
nue to add to capital, as it would be merely em- 
ploying one set of people in preference to another, 
when, according to the hypotliesis, there is no essen- 
tial difference between them. How then are w^ to 
4 



9S X BiarufiTroivB of wealth (ch. i. 

exphin the ^nature of saving, and die diArrat eflecti 
of pafrsiinony and extravmgiuice upon the national 
capital ? No political economist of the present day 
ban by saving mean oier^ hoardings and beyond this 
contracted and inefficient prdceeding, no use of the 
term^ in refei^noe to naliona} iveahh, can well be im- 
affined^ but that which n^iist arise from a different ap- 
imcation of what is saved, founded upon a real distinc* 
tion between the differeat kinds of labour which ma^' 
be mainlBiined by it 

If the labour of menial servants be as productive^ 
of wealth as the labour of manufacturers, why should 
not savings be employed in their maintenance, not 
only widiout beinsdissipated, but with a constant ta- 
crease of value ? But menial servants^ lawyers^ or 
physicians, who save from their salaries, are fully 
aware that their savings would be imniediately dissi- 
l^ated asain, if they were advanced to diemsefveS) in- 
stead of being employed in the maintenance of per- 
sons of a different description. To consider the ex- 
Senditure of the unproductive labourers of Adam 
mith, as advances made to themselves, and of tbe 
same nature as the advances of the master-manufac- 
turer to his workmen, would be at once to confound 
the very useful and just distinction between those who 
live upon wages and those who live upon pofits, and 
would render it quite impossible to explam the ibe^ 
quent and important operations of saving from reve^ 
nue to add to capital, so absolutely necessary to the 
continued increase of wealth.* 

It is not the question at present, whether saving may 
or may not be carried too far (a point which will te 
considered in its proper place) ; iHit whether we can 
talk intelligibly of Having and accumulation, and dis^ 

* One of th^ mott nhlf iaipneoert of the doctrine of kdtm Smith rfe^wctioK prodvp- 
tive labour it Mr. Ganflh, iu h» vahmhle Work on the varioua Syiteoii of poliiioil 
fic«ooaiy;but beapf«w^to ne to fait enHrp|y,wbeD he attpsiptt to ihew that tavtn^ 
are prenerved iostead of hnng dedtroyt'd. when coimimed by the idle clanes. I cao- 
not uoderatand in #bat imie it c^ he «aid that menial Mnraiili tamial^ npndtkm 
the capital hj which tbfy are fed. Book ill. c. ii. 
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CUSS their effects on national weakh» without allowing 
some distinction in the different kinds of labour. 

Thirdly, it has been stated by Adam Smith, and 
stated truly, that th^e is a balance very different from 
the balance of trade, which, according as it happens to 
be favourable or unfavourable, occasions the prospe*^ 
rity or decay of every nation : this is the balance of 
the annual produce and consumption. If in giveii 
periods the produce of a country exceeds its consump- 
tion, the means of increasing its capital will be pto^ 
vided, its population will soon increase, or the actual 
numbers will be better accommodated, and probablj 
lK>th, If the consumption in such periods fully equals 
the produce, no means of increasing the capital will 
be afforded, and the society will be nearly at a standi 
If the consumption exceeds the produce, every suc- 
ceeding period will see the society worse supplied^ 
and its prosperity and population will be evidently on 
the decline. 

But if this balance be so important, if upon it de- 
pends the pr(^ressive, stationary, or declining state 
of a society, surely it must be of importance to distin- 
guish those who mainly contribute to render this 
balance favourable from those who chiefly contribute 
to make the other scale preponderate. Without some 
such distinction we shall not be able to trace the 
causes why one nation is thriving and another is de- 
clining; aiod the sup<*rior riches of those countries 
where merchants and manufacturers abound, compare 
ed with those in which the retainers of a court ana an 
overgrown aristocracy predominate, will not admit of 
an intelligible explanation. 

If a taste for idle retainers and a profusion of me- 
nial servants had continued among the great land- 
holders of Europe from the feudal times to the pre- 
sent, the wealth of its different kingdoms would have 
been very di0erent from what it now is. Adam Smith 
has justly stated that the growing taste of our ances- 
tors for m^erial conveniences and luxuries, instead of 
personal services, was the main cause of tbo change. 
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Personal services' neither require nor generate capital ; 
and while they continue the predominant taste, must 
necessarily divide the gi'eat mass of society into two 
classes, the proprietors of land and their servants, the 
rich and the poor, one of which is in a state of abject 
dependance upon the other. But a taste for material 
objects, however frivolous, almost always requires for 
its gratification the accumulation of capital, and the 
existence of manufacturers or merchants, wholesale 
dealers and retail dealers. The face of society is 
thus wholly changed. A middle class of persons, 
living upon the profits of stock, rises into wealth and 
conseauence. And an increasing accumulation of 
capital, almost exclusively derived from the mercantile 
and manufacturing classes, effects, to a considerable 
extent, the division and alienation of those immense 
landed properties, which, if the fashion of personal 
services had continued, might have remained to this 
• time nearly in their former state, and prevented the 
increase of wealth on the land as well as elsewhere. 

I am hardly aware how the causes of the increas- 
ing riches and prosperity of Europe since the feudal 
times could be traced, if we were to consider per- 
sonal services as equally productive of wealth with 
the labours of merchants and manufacturers. 

Surehr then some distinction between the different 
kinds of labour, with reference to their different effects 
on national wealth, must be admitted to be not only 
useful but necessary ; and if so, the next question is, 
what this distinction should be, and where the line 
between productive and unproductive labour should be 
drawn. 

The opinion that the term, productive labour, 
should be exclusively confined to the labour employ- 
ed upon the land, has been maintained by the Econo- 
mists and their followers. As another opportunity 
will occur of discussing the general merits of their 
system, it will only be necessary to observe here that, 
whatever advantages their definition may boast in 
point of. precision and consistency, yet for the practi-' 



SEC. II.] AKD PRODUCTIVE LABOUR. 29 

cal and useful purposes of comparing different coun- 
tries together, with regard to all those objects which 
usually enter into our conceptions when we speak of 
wealth, it is much too connned. Two countries of 
the same territory and population might possess the 
same number of agricultural labourers, and even direct 
the same quantity of skill and capital to the cultivation 
of the soil ; and yet, if a consiaerable portion of the 
remaining population in one of them consisted of ma- 
nufacturers and merchants, and in the other of menial 
servants and soldiers, the former might have all the 
indications of wealth, and the latter all the symptoms 
of poverty. The number of agricultural labourers, 
therefore, cannot alone determine the national wealth. 
We evidently want some definition of productiveness, 
which shall refer to the effects of manufacturing and 
mercantile capital and skill ; and unless we consider 
the labour wnich produces these most important re- 
sults as productive of riches, we shall find it quite im« 
possible to trace the causes of those different appear- 
ances in different nations, which all persons, whatever 
may be their theories, universally agree in attributing 
to different degrees of wealth. 

The opinion which goes to the opposite extreme of 
the one here noticed, and calls all labour equally pro- 
ductive, has already been almost sufficiently consi- 
dered in the endeavour to shew, that a distinction be- 
tween the different kinds of labour is really wanted in 
an inquiry into the nature and causes of the wealth of 
nations. 

I shall only add here, that some such distinction 
must be considered as so clearly the comer-stone of 
Adam Smith's work, and the foundation on which the 
main body of his reasonings rests, that, if it be denied, 
the superstructure which he has raised upon it must 
fell to the ground. Of course 1 do not mean to say, 
that his reasonings should nott^all if they are erro- 
neous ; but it appears to me in some degree inconsis- 
tent in those who allow of no distinction in the diffe- 
r»t kinds of labour, to attribute any consicterable 
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value to an Htjuiry into (Ae nalure and causes of lft« 
Wealth ofNaiKms^ in whi€k the increase of the ({uaiv» 
ik\y and skill of Vbat is called productive labour, i» the 
main hinge on which the progress of national opulence 
and prosperity is made to turn. 

Tliere is, indeed, another viraj of considering the 
subject, which though different from that of Adaoi 
, Smith, would not invalidate his reasonings, and wouldl 
merely require a slight alteration in the terms used. 

If we do not confine wealth to tangible and male^ 
rial otyects, we might call all labour productive, but 
productive in different degrees ; and tne onlj changa 
that Would be reauired in Adam Smith's work, on ac^ 
count of this mode of considering the subject, would 
be, the substitution of the terms, more productive, an4 
less productive, for those of productive and unproduc^ 
live. 

All labour, for instance, might be stated to be |mH 
ductive of value to the amount of the value paid for its 
and in proportion to the degree in which the produce 
of the different kinds of labour, when sold at tne prico 
of free competition, exceeds in value the price ot the 
labour employed upon them. 

Upon this principle the labours of agriculture woiild, 
generally speaking, be the most productive ; becauso 
the produce of nearly all the land actually in use is 
not only of sufficient exchangeable value to pay the 
labpurers employed upon it, but the profits dt the 
stock advanced by the farmers, and the rents of the 
land . let by the proprietors. Next to the labours ojf 
agrieulture, those labours would in general be most 
productive, the operations of which were most assist- 
ed by capital or the results of previous labour, as in 
all those cases the exchangeable value produf ed wouid 
most exceed the value of the labour employed in the 
production, and would support, in the shape of pro^ 
fits, the greatest number of additional persons, and 
tend most to the accumulation of capital. 

The labour least productive of wealth would be 
that, the results of which were only equal io exchange* 
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id>)e Talite to the Talue pud for sack labMr, which 
trould support cheteibre no other citsses of society 
but the labourers actually employed, would replace 
little or no capital, and tend the feast direody and ef- 
fectively towards that kind of acdiaiBlatkm which 
£uJlitates future production. In thn last diTisioii 
t)f productive labour would, of €Duise> he found aU 
the unproductive labourers of Adam Smkb. 

This mode <tf considering the subject has, perhaps, 
some advantages in particular pomts over that of 
Adam Smith. It would establish a useful and tole- 
rably accurate scale of productiveness, jnstead of di^ 
vidine labour only into two kinds, and dravdng a 
hard Tine of distiaodDU between them, h would de- 
termine, in the very defiakioo, the naUxral pre-emi- 
' oence of agriculture, which Adam Santh is oUiged 
to explain afberwahls, and, at the same time, riiew 
the numerous cases where an increase of Bianufiictop- 
kig and mercantile labour would be more prodoctrre, 
ix)lh to the state and to individuals, thsa an iucreasfe 
of agriculture ; as in ail those^ where, from a greater 
demand for manufactured and mercantile products, 
t:ompared vnth the produce of the laud, the profits of 
^manufacturing and nercautHe capital were gtetitm 
than both the rent and profits combined of iafaour em*- 
ployed upon new and less fertile land. 

It would answer sufficiently to ail the reasonings 
of Adam Smith on the accumulation of capital, the 
distinction between capital and re^enue^ tke natum 
und effects of saving, and the balance cf prodiioe and 
consumption, merely by using the terms more and k» 
productive, for productive and unproductive^ and 
would have the additional advantage xif kee|m^ more 
-constantly in view the necessary union of capital and 
iskill with the more productive kinds of labour; and 
thus shew the reason why all tlie lafaonreis qf a 
savage nation might, acx^ording to Adnn Smith, be 
productive, and yet the nation increase very slowlv 
in wealA aod population, wkSe a rapid iocieaae tif 
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both mi^t be taking place in an improved coiuitrT 
under a proportion of productive labourers very much 
inferior. 

With regard to the kinds of labour which Adam 
Smith has called unproductive, and for which classi- 
fication his theory has been most objected to, their 
productiveness to 'the amount of their worth in the 
estimation of the society, varying, of course, accord- 
ing to the different degrees of skill acquired, and the 
dinerent degrees of plenty or scarcity in which they 
are found, would be fully allowed, though they would 
still always be distinguished from those more produc-- 
tive kinds of labour which support other classes of 
the societv besides the labourers themselves. 

Agricultural labour would stand in the first rank, 
for this simple reason, that its gross produce is suffi- 
cient to mamtain a portion of all the three great clas- 
ses of society ; those who live upon rent, fliose who 
live upon profits, and those who live upon wages. 
Manufacturing and mercantile labour would stand in 
the next rank ; because the value of its produce Avill 
support a portion of two of these orders of society. 
And the unproductive labourers of Adam Smith 
would stand m the third rank of productiveness ; be- 
cause their labours directiy support no other classes 
but themselves. 

This seems to be a simple and obvious classifica- 
tion, and places the difierent kinds of labour in a natu- 
ral order with regard to productiveness, without in- 
terfering in any respect with their mutual depen- 
dance on each other as stimulants to each other's 
increase. 

The great objection to this scale of productiveness 
is that, at its first setting out, it makes the circum- 
stance of the payment made for any particular kind 
of exertion, instead of the quality of the produce, the 
criterion of its being productive. According to Adam 
Smith, the exertion which produces a pair of stock- 
ings, is productive labour, whether they are knit by a 
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lady for her amusement, or made by a regular stock- 
ing-weaver ; but, according to the present theory, as 
no payment has been made for them, they cannot be 
considered as wealth. Upon the same principle the 
fsong of a strolling actress, or the declamation of a 
speaker at the Westminster Forum, would be the re* 
suit of productive labour, because paid for ; while a 
very superior song by a lady, or a speech in the 
House of Commons from the first orator of the age, 
abounding in eloquence and information, would be 
unproductive. 

And yet, if we once desert matter, and still make 
no distinction of this kind, with reference to payment, 
we are at once thrown upon a field so wide, as utter- 
ly to confound all attempts to estimate the compara- 
tive quantity of productive labour in different coun- 
tries. If the exertion which produces a song, wheth- 
er paid for or not, be productive labour, why should 
the exertion, which produces the more vsduable result 
of instructive and agreeable conversation, be exclud- 
ed P why should we exclude the efforts necessary to 
discipline our passions, and to become obedient to all 
the laws of God and man, the most valuable of all la- 
bours ? why, indeed, should we exclude any exertion, 
the object of which is to obtain happiness or avoid 
pain, either present or future ? and yet under this de- 
scription may be comprehended the exertions of 
every human being during every moment of his exis- 
tence. It is quite clear, therefore, that, with any 
view to the use which may be made of the term, it 
must be more confined. 

'It may be said, indeed, with regard to the term, 
labour, that it seems to imply valuation and payment, 
and has nothing to do with unbought, voluntary ex- 
ertions. But the whole difficulty returns in the defi- 
nition of riches ; and if we do not confine them to 
material objects, and yet wish to make some practical 
use of the term in comparing different countries to- 
gether, we mffisi include in our definition only those 

6 
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perMmal terrices which are bought ; and thus draw 
Ae line wUch separates what ought to be called 
riches, from what oueht not to be so deDominated, 
betwera objects which may in all respects be pre* 
cisely the same, exoept that one is the result of paid 
labour, and the other of unbought exerticms; 

If, for instance, we were to define wealth to be 
whatever has value in exchange, it is obvious thai 
acting, dancing, singing, and oratory would some- 
times be wealth ana sometimes not ;^ and even w(th 
regard to food and the most essential necessaries dflifet 
excessive pfenty or the custom of producing without 
exchanging, would render the definition nugatory. 

If, in denominating personal services, wealth, we 
do not look to the quality of what is produced, but 
merely to the efiect of the payment received for it ia 
stimulating other wealth, this is introducing a new 
and separate consideration, which has no relation to 
the direct production of wealth. In this view it wiU 
be seen that I attach vexy great importance to the un- 
productive labourers of Adam Smith ; but this is evi* 
dently not as producers themselves, but as stimulating 
others to proouce, by the power which they possess 
of making a demasbd in proportion to the payment 
^y have received. In this sense the mortgagee and 
public creditor are productive labourers to the amount 
of what they receive. . But though the division of 
property occasioned by these classes of society may 
tie useful, and tend indirectly to stimulate the produc- 
tion of wealth by increasing demand, it would be 
confounding all natural distinctions to call them pro- 
ductive labourers. It would be equally incorrect to 
assert that the unproductive labourers of Adam Smidk 
necessarily create the wealth which pays them. It is 
true that the de«re to enjoy the convenience or pa- 
rade of personal attendance and the benefit of medical 
advice has a strong tendency to stimulate industry ; 
but they are both purchased in large quantities by 
persons who hpveno means of in<:reasing their in- 
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comes in consequence of tkis expenditure, and sone*' 
times they are bought by the actual destruction of 
capital, and the positive diminution of the nower oi 
production. Though we aflow, therefore, fully, their 
tendency to act as a stimulus to the production of 
i«falth, yet they can never be said necessarily to 
create it ; and even under the circumstances most hr 
vourable to their influence, their operation is obvious-* 
ly indirect, and not immediate. 

When we consider then the difficulties which pre* 
sent themselves cm ev^y supposition we can make, 
it may fairly be doubtedf whether it is probable that 
we shall be able to find a distinction more useful for 
practical purposes, and, on the whdb, less objectiona* 
me in point of precision, than that of Adam Smith; 
which draws the line that distinguishes riches from 
other kinds of value, between what is matter and 
what is not matter, between what has duration and 
what has no duration, between vvhat is susceptible of 
accumulation and definite valuation, and what is 
without either one or both of these essential pro* 
perties. 

Some decree of duration, and a consequent sus- 
ceptibility of accumulation, seems to be essential to 
our usual conceptions of wealth, not only because 
produce of this kind seems to be alone capable €^ 
forming those accumulations which tend so much to 
facilitate future production, but because they alone 
contribute to increase that sftore reserved for con- 
sumption, which is certainly one of the most distin- 
euisning marks of riches compared with poverty* 
The cluu^ctefistic of poverty seems to be to live 
from hand to mouth« The characterbtic of riches is 
to have a store to supply to for the commodities want- 
ed for immediate consumption. But in every case of 
productive labour, as explained by Adam Smith, there 
IS always a period, though in some cases it may be 
very short, when either the stock destined to replace 
a capital, or the stock reserved for immediate con- 
sumption is distinctly augmented by it; and to 
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this quality of adding to the national stock, the 
term, enriching, oc prrauctive of riches, seems to be 
peculiarly appropriate. 

But it is not enough that it should be susceptible 
of accumulation, and of adding to the national stock, 
to entitle it to be called productive according to the 

Sineral meaning of Adam Smith. In order to make 
e term useful for practical purposes, the kind of la- 
bour to which it refers should be susceptible of some 
sort of definite valuation. The laws of the legisla- 
tor, the precepts of the moralist, and the conclusions 
of the natural philosopher, may certainly be said to 
be susceptible of accumulation and of receiving assis- 
tance from past labour ; but how is it possible to esti- 
mate them, or to say to what amount the country 
has been enriched by them? whereas the labour 
which is the necessary condition of the supply of ma- 
terial objects, is estimated in the price at which they 
are sold, and may fairly be presumed to add to the 
wealth of the country an amount at least equal to the 
value paid for such labour. And probably, with few 
or no exceptions, it is only the kind of labour whidi 
is realized upon material products that is at once 
susceptible of accumulation and definite valuation. 

It has been observed by Monsieur Garnier in his 
valuable edition of the Wealth of Nations^ that it 
seems very strange and inconsistent to denominate 
musical instruments, riches, and the labour which pro- 
duces them productive, while the music which they 
yield, and wnich is the sole object for which they are 
made, is not to be considered m the same light; and 
the performers, who can alone put them to ueir pro- 

5er use, are called unproductive labourers.* But the 
ifference between material products and those which 
are not matter, sufficiently warrants the distinction in 
point of precision and consistency ; and the utility of 
It is immediately obvious from the facility of giving 

• Vol.. V. Note M. 
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^ definite valuation to the instrumentd, and the afaso- 
fajte impossibility of giving such a valuifklon to all the 
tunes which may be played upon them. 

It has also been observed by the same authority 
that it is still more inconsistent to denominate the 
6lerk of a merchant a productive labourer, and a clerk 
employed by the government, who may in some cases 
have precisely the same kind of business to do, an 
unproductive labourer.* To this, however, it may be 
Implied, that in all business conducted with a view to 
the profit of individuals, it may fairly be presumed 
that there are no more clerks or labourersot any kind 
Employed, nor with higher salaries, than necessary. 
But the same presumption cannot be justly entertain- 
ed with regaro to the business of government ; and 
as the results of the labours of its servants are not 
brought to market, nor their salaries distributed with 
the same rigid attention to the exchangeable value of 
their services, no just criterion is afforded for deter- 
nining this value. 

At die same time it may be remarked, that if a 
servant of government performs precisely the same 
kind of labour in the preparation or superintendance 
of material products as the servant of a merchant, 
he ought to be c^onsidered as a productive labourer, 
and one among the numerous instances which are al- 
ways occurring of productive labourers, or labourers 
occasionally productive, to be found among those 
classes of society which, with regard to the great 
mass of their exertions, may with propriety be cha* 
racterized as unproductive. This kind of exception 
must of course frequently happen, not only among 
the servants of government, but throughout the whole 
range of menial service, and in every other situation 
in society. Almost every person indeed must occa- 
»onally do some productive labour ; and the line of 
separation which Adam Smith has drawn between 

•Vql. V.Wote «i. 
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moddctive iud unproductive labour may be perfectly 
distinct, although the denomination which be has giv- 
en to the different classes of society, founded on their 
general character, muM unavoidably be inaccurate 
widi regard to the exertions of some individuals. 

It should also be recollected that Adam Smith fully 
allows the value and importance of many sorts of la* 
hour which he calk unproductive. From the enu« 
Bieration indeed which he has made of these different 
sortBj he must be aware that some of them produce a 
value with which the results of the labour employed in 
making ribbands and Eaces, or indeed of any other la- 
bour Imt that which directly supplies our most pressing; 
nhjrncal wuits, cannot for a moment be compared 
indirectly, bdeed, and remotely, there cannot be a 
doubt that even the supplv of these physical wants is 
most powerfully {Nromoted by the labours of the mo- 
ralist, the legislator, and those who have exerted 
themselves lo obtain a good government; but the 
main value of these labours evidently depends npogi 
die encours^ment which they give to die full deve- 
lopment of talents and industry, and their conse- 
quent invariable tendency to increase the quantity 
of material wealth. So far, therefore, as they con- 
tribute to promote this supply, their general effect, 
though not its precise amount, will be estimated in the 
quantity of those material objects which the country 
can command, and so far as they contribute to other 
sources of happiness besides those which are derived 
from matter, it may be more correct to consider them 
» belonging to a class of objects, many of whiclt 
cannot, n^diout the greatest confusion, be made to 
enter into thegross calculations which relate to nation- 
al wealth. To estimate the value of Newton's dis* 
eoveries, or the delight communicated by Sbakspeare 
and Miltoui by the price at which their works have 
sold, would be but a poor measure of the degree in 
which they have elevated and enchanted their coun- 
try ; nor would it be less groveling and incongruous 
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to estimate the benefit which the country has derived 
from the Revolution of 1688 by the pay of the sol- 
diers, and all other payments concerned in effecting 
it. 

On the whole, therefore, (Uowing that the labours 
of the moralist and the manufacturer, the legislator 
and the lacemaker, the agriculturist and the vocal per- 
former, have all tor their object the gratification of 
some want or wish of mankind, it may still be the 
most natural, useful, and correct classification which 
the subject will admit, first to separate, under the 
name of wealth or riches, every thing which gratifies 
the wants of man by means ot material objects, and 
then to denominate productive, every kind ^ labour 
which is directly productive of wealth, that is, so di'* 
rectly, as to be estimated in the value pf the otQeoti 
promiccd. 

The reader will see that I have not introduced thb 
discussion with a view to the estabUshment of any 
nice and subtle distinctions without a practical object. 
My purpose is to shew that there is really some diffi^ 
culty in the definition of wealth, and of productive la* 
bour ; but that this difficulty should nqC deter us from 
4doptin§ any claseificatioos which are really useful in 
conductmg mquiry ; that in treatins oi the nature and 
causes of the wealth of nations, a custinctioa between 
the different sources. of gratification and the difleient 
kinds of labour seems to be not only highly usefult 
but almost absolutelj^ necessary; and eonaeauently 
that we should be satisfied with the bestclassincation 
which we can get on these subjectsy^altfaoii^ it may 
liot in all ito pans be unobjectionable* 
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CHAPTER 11. 

on THE NATURE AND MEASURES OF VALUE. 

SECTION I. 
Of the different Sorts of Value. 

Most tnriters in treating of tbe nature of value, have 
considered it as having two different meanings, one, 
value in use, and the other, value in exchange. It 
may be questioned whether in fact we are in me ha- 
bit of usmg the term in the first of these two senses. 
We do not often hear of the value of air and water, 
although they are bodies in the highest degree useful, 
and indeed essentially necessary to the life and happi* 
ness of the human race. It may be admitted, how^ 
ever, that the term, taken perhaps in a metaphorica} 
rather than a literal sense, may imply, and is 
sometimes used to imply, whatever is necessary or 
beneficial to us, and in this sense may apply, with- 
out impropriety, to a clear spring of water or to a 
fine air, although no question could arise respect- 
ing their value m exchange. 

As this meaning, therefore, of the word, value, has 
already been admitted by many writers into the voca- 
bulary of political economy, and, although not much 
sanctioned by custom, is justifiable in a metaphorical 
if not in a literal sense, it may not be worth while to 
reject it ; and it need only to be observed, that as the 
application of the word value in diis way is very 
much less frequent than in the other, it should never 
appear alone, but should always be marked by tbe 
addition, in use. 
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Value in exchange is founded, as the term seems 
to imply, on the will and power to exchange one 
commodity for another. It does not depend merely 
upon the scarcity in which commodities exist, nor 
upon the inequalit^r of their distribution ; but upon 
the circumstance of their not being distributed accord- 
ing to the wills and powers of individuals, or in such 
quantities to each, as the wills and powers of indi- 
viduals will enable them ultimately to eifect by means 
of exchanges. 

If nature were to distribute, in the first instance, 
all her goods precisely as they are uldmately distri- 
buted previous to consumption, there would be no 
auestion of exchanges or exchangeable value, and yet 
le mass of commodities would both exist in a degree 
t)f scarcity and be very unequally divided. 

In this distribution one man might have only bread, 
•and another venison and claret in addition to bread. 
The man who had only bread might wish to make 
an exchange, but would not have the power, and the 
man who had venison and claret besides bread would 
>have the power to make an exchange, but not the 
wish. Under these circumstances the commodities 
possessed bv each would not be brought into contact, 
«Dd the relative value of bread and venison would 
never be determined. 

To determine this, it is necessary that the posses-^ 
sors 6£ venison should want bread, as well as that the' 
possessors of bread should want venison, and when 
this was the case, venison and bread would soon be 
brought into comparison with each other, and the 
means afforded of ascertaining their relative values. 

Every exchange, therefore, must imply, not only 
the power and wfll to give some article in exchange 
for one more wanted, but a reciprocal demand in the 
party possessing the article want^, for the article 
proposed to be exchanged for it. 

When this reciprocal demand exists, the rate at 
which the exchange is made, or the portion of one 

6 



42 ON THE IfAtURE AND [cH. H. 

commodity wiricfa is shren for an assi^^d portion of 
the other, will depend upon the relative estimation iB 
which they are held by the parties, founded on the 
desire to possess, and the difficulty or fecility of pro- 
curing possession- 
Owing to the necessary difference of the desires 
and powers of individuals, it is probable that the con- 
tracts thus made were in the first instance very diffe- 
rent from each other. Among some individuals it 
might be agreed to give six pounds of bread for a 
pound of venison, and among others only two. But 
the man who was ready and willing to give sixponnds 
of bread for a pound of venison, if he heard oi a per- 
son at a litde distance who would take two pounds 
for the same quantity, would of course not continue 
to give six ; and die man who would consent to eive 
a pound of venison for only two pounds of bread, if 
he could any where else obtain six, would oot continue 
to make an exchange from which he derived oiily 
two. 

After a certain time it might be expected that an 
average would be formed, founded upon all the offers 
of iH-ead, compared with all the offers of venison. 
And thus, as is very happily described by Turgot, a 
current value of aQ commodities in uequent use 
would be established.* - 

It would be known, not only that a pound of veni- 
son was worth four pounds of bread, but that it was 
«lso worth perhaps a pound of cheese, a quarter of a 
^ck of wheat, a quart of wine, a certain portion of 
leather, &c. &c. each of an average quality .f 

Each commodity would in this way measure the 
exchangeable value of all others, and would, in its 
turn, be measured by any one of them. Each com- 
modity would also be a representative of value. The 
possessor of a quart of wme might confer himselT 
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in possession of a value equal to four pounds of breads 
a. pound of cheese, a certain portion of leather, &c* 
&C. and thus each comniodity would» with more or 
less accuracy and convenience, posseas two essentia} 
properties of mon^y» that of being bptb a representa- 
tive and measure of valnet 

But long before it is qonceivable that this genera) 
i^luation of commodities, with regard to each other, 
should have taken place to any considerable extent, 
or with any tolerable degree of accuracy, a great dif- 
ficulty in the estimation of relative value would be 
eonstantly recurring, from the want of a reciprocal 
demand. The possessor of venison might want bread, 
but the possessor of bread to whom he applies may 
not want venison, or by no means that quantity which 
the owner would mw to part wkh. This want of 
reciprocal demand must occasion, in many instances, 
and in places not very remote from each other, the 
most unequal exchanges, and except in large fairs or. 
oiark^v, where a great quantity and variety of com- 
modities were brou^t together, would seem almo9t 
to preclude the possibility of any thing like such a 
general average valuation of commodities as has beea 
just described. 

Every man, therefore, in order to secure this reci- 
procal demand, would endeavour, as is justly stated 
by Adam Smith,* so to carry on his business as to 
have by him, besides the produce of his own particu- 
lar trade, some commodity for which there was so 
eeneral and constant a demand, that it would scarce-* 
fy ever be refused in exchange for wtmt he wanted; 
In order that each individuafin a society should be 
furnished with that share of its whole produce to 
which he is entitled by bis wants and powers, it is 
not only necessary that there should be some mea- 
sure of this share, but some medium by which he 

• Wealth «r Natbof, Book I. c. iv. 
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Gtm obtain it in the quantity and at the time best suit- 
ed to him. 

The constantly recurring want of some such modi* 
um occasioned the use of various commodities for this 
purpose in the early periods of society. 

Of these, cattle seem to have been the most gene<- 
ml. Among pastoral nations, cattle are not cmly kept 
without difficulty or loss by those who may receive 
them, but as they form the principal possessions and 
wealth of society in this stage of its progress, they 
must naturally have been the subject of frequent ex* 
changes, and their exchangeable value, in conse*- 
quence, compared with other commodities, would be 
pretty generally known. 

It seems to be quite necessary indeed, that the 
commodity chosen for a medium of exchange should, 
in addition to the other qualities which may fit it for 
that purpose, be in such frequent ute, as that its cur<- 
rent value should be tolerably well established. 
I A curious and striking proof of this, is that, not* 
^withstanding the peculiar aptitude of the precious 
/ metals to perform the functions of a medium of ex- 
y diange, tney had not been used for that purpose in 
/ Mexico, at the period of its conquest by the Spaniards,. 
. although these metals were in some degree of plenty ^> 
. as ornaments, and akhough the want of some medium ^ 
\ of exchange was clearly evinced by the use of the *^ 
>^nuts of cacao for that purpose.* - — ^ 

It is probable that as tlie practice of smelting and 
refining the ores of the precious metals had not yet 
been resorted to, the supply of them was not suffi- 
ciently steady, nor wbb the use of them sufficiently 
general to fit them for the purpose required. 

In Peru, where the precious metals were found by 
the Spaniards in much greater abundance, the prac- 
tice ot smeltuig and refining the richest ores had be* 
gun to prevail, although no shafts had been sunk 

• RoWtion*! America, Vol. HI. Book tH. p. 215. 
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to any depth in the earth.* But in Peru the state <tf 
property was so peculiar, and so nearly approaching 
to a community of goods, that a medium of exchange 
seems not to have teen called for, at least, there is no 
account of the use of either of the precious metals 
or of any other commodity in the capacity of mo- 
ney. 

In the Old World, the art of smelting and refining 
the ores of gold, silver, and copper, seems to have 
been known to some of the most improved nations of 
which we have accounts, from the earliest ages ; and 
as soon as the annual accumulations of these metals 
and the means used to obtain them had rendered their 
supply to a certain degree steady, and they had been 
introduced into common use in the shape of orna- 
ments, instruments, and utensils, their other peculiar 
and appropriate quaUties, such as their durabilitv, di- 
visibility, uniformity of substance, and great value in 
a small compass, would naturally point them out as 
the best commodity that could ba selected to answer 
die purpose of a measure of value and medium of ex- 
change. 

But when they were adopted as the general 
measure of value, it would follow of course t£at all 
commodities would be most frequently compared witb 
this mearare. The precious metals would be, on al- 
most all occafiions, the commodity named, and might 
properly, therefore, be called the nominal value of 
the commodities to the measure of which they were 
apriied. .. _^ 

^ This sort of value has sometimes been exclusively c/ 
^designated by the name of price ; and though it is^ 
I not uncommon to speak of tne price of a commodity ^ 
^in labour, or in other commodities, and the term when ^ 
^ so used is sufficiently intelli^ble, yet it would certain- ^ 
ly be better to confine it strictly to the value of com- ' 
oiodities estimated in the precious metals^ or in the S 

• RobcrtNO<i ABcriet, Vd. III. Book ?U. p. UL 
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/enriencies of different countries wbich pmxkm to re- 

>pre8ent them ; and, mdeedi wbsn ttsed without the 

aboTo additioMf thk i% what the term is alwaje Wr 

derstood to mean* Price then.may be considered aa 

a more confined term than value, and as representing 

one, and one only of the semes in which the more 

general term is used. — "^ 

The introduction of a measure which determiaed 

the nominal and rriatiTe value of coosmodities, and 

of a medium whidi would be accepted at all times in 

exchange for them, was a most important step in the 

progress of society, and tended to mcilitale exchanges 

and stimulate producdon to an extent which, without 

such an instnimeia, would have been perfectly im* 

posMble. 

r It is very justly observed by Adaos Smithy that it 

J is the nonnnal value of goods, or their prices only, 

* which enter into the osMidnratioii of the mefcfaaat 

It aiatters very little to him whether a hundred 

pounds, or die goods which he pur ch a ses with this 

sum, will command more or less of the necessaries 

and conveniences of life in Bengal than in London. 

IVhat he wants is an instrusasnt by wfaieh he can 6b* 

tain the commodities in which he dei^ aad ertimate 

/the relative values of his sales mid purchases* His 

returns come to him whoever he lives ; and whedier 

it be in London or Calcutta, his gains will be in pm* 

Eortion to the excess of the amount at which he seUs 
is goods ooflBpared with the maoant which tk»y cost 
; him to bring to market, estimated in the precious mo» 
sals. 

' But though the precious metals ansarer v!&ty eSott- 
uaHy the most important purpoaes of n measure of 
ndue, in the enoosuragement they give to the diatribu*r 
tiOtt and pvodnetion (x weakh; yet itis quite obvious 
that they fail as a measure of the exchangeable value 
of objects in different countries, oratdiffeiient p^aods 
in the same country. 
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If we are told that die lirages at day-labou)* in a^ 
particular coutry are, at the present time^ four-'penoa 
a day ; or that tke reveaue of a particular soyereigo^ 
700 or 800 years ago, was 400,0002. a ytar; these 
atateraeots of nonuMd value coavey no sort af iofor- 
mation respecting the coaditioii of the lower chosos 
of people, 10 the one case, or the resources of the 
sovereign, in the other. Without further knowledge 
on the subject, we should be quite at a loss to say, 
whether the labouren^ in the country meatioaed were 
atarying> or living in great pleaty ; whether the ktff 
in c{uestion might be cMsadered as having a very in^ 
adequate revenue, or whether (he sum metitiaaed yvas 
«o great as to be incredible.* 

It is qoita obvious that ia cases of dns kiiid^ wad 
they are of constant recurrence, the vahie of wagea, 
incomes or commodities estknalied ia the «reeious m^ 
tela, will be of little use to us alone* Wnat we waat 
fitrther, is some estimate of a kind which mar he de^ 
nominated real value in exchange, impljinm the qUan* 
tity of the neeessariea and coavenieocies of life which 
those wages, incomes, or commodities will enable the 
Mssessot of them to command. Without Hm know- 
ledge, the nomiaol vakies aBove mentkwed may lead 
«s to the fltiost erroneons conclusions ; and in conitm*- 
^tinedon to such values, which often imply an in* 
arease or decrease of weakh merely in aame, the tnat, 
leal value ia ^xchan^f seems to he just and appiopri* 
ate, as implyiag aa increase or decrease b the power 
of oommanung real wealth, or the aiost mbsiaatial 
goods of life. 

That a correct measure ^ real value in eaebange 
would be very desirable, emiBOt be doubted, as it 
would at <moe emMe us to foim a iust estimate ami 
comparison of wages, incooses, and eommeditiea, in 
aU countries and at all periods; bal when we ocosi-^ 

• Home irm raMombly doabti the poMibility of Wiiliao the Con^nrnQth ttm' 
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der what a measure of real value in exchange implies^ 
we shall feel doubtful whether any one commodity 
exists, or can easily be supposed to exist, with soch 
properties, as would qualify it to become a standard 
measure of this kind. Whatever article, or even 
mass of articles, we refer to, must itself be sub* 
ject to change ; and all that we can hope for is an 
approximation to the measure which is the object of 
our search. 

We are not however justified, on this account, in 
giving a different definition of real value ib ex- 
change, if the definition already adopted be at onoe 
die most usual and the most useful. We have the 
power indeed arbitrarily to call the labour which 
jbas been employed upon a commodity its real value ; 
but in so doing we use words in a dirorent sense from 
that in which they are customarily used ; we cmi- 
found at once the very important distinction betwe^i 
cast and vidue ; and render it almost impossible to 
explain, with clearness, the main stimulus to the 
production of wealth, which in fact, depends upon 
this -distinction. 

The right of making definitions must evidently be 
limited by their propriety, and their use in the science 
ta which they are applied. After we have made a 
fill! allowance for the value of commodities in use, or 
their intrinsic capacities for satisfying the wants of 
mankmd, every other interpretation of the term value 
seems to refer to some power in exchan^ ; and if it 
do not refer to the power of an anicle m exchange 
for some one commoditjr named, such as money, it 
must refer to its power in exchange for 3 or 4, 6 or 
6, 8 or 10 together, to the mass of commodities com- 
bined, or to its power of commanding labour which 
most nearly represents this mass. 

There can be no question of the propriety and use- 
fulness of a distinction between the power of a com- 
modity in commanding the precious metals, and its 
power of commanding the necessaries and conve- 
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mences of life, including labour. It is a distinction 
absolutely called for, whenever we are comparing tho 
wealth of two nations together, or whenever we are 
estimating the value of the precious metals in differ- 
ent states and at different periods of time. And till 
it has been shewn that some other interpretation of 
the term real value in exchange, either agrees better 
with the sense in which the words are generally ap« 
fdied, or is decidedly more useful in aa inquiry into 
the nature and causes of the wealth of nations, I 
shall continue to think, that the most proper defini* 
tion of real value in exchange, in contradistinction to 
nominal value in exchange, is, the power of com- 
manding the necessaries and conveniencies of life, 
including labour, as distinguished from the power of 
commanding the precious metals. ^ — • - 

\ If then we continue to apply the term, value, in ^ 
the first sense mentioned, we shall have three sorts of S 
value — \ 

1. Value in use ; which may be defined to be the 
intrinsic utility of an object 

2. Nominal value in exchange; which may be 
defined to be, the value of commodities in the pre- ' 
cious metals. 

3. Real value in exchange ; whidi may be defin- ^ 
ei to be the power of an object to command in v 

/ exc4iange the necessaries and conveniences of life, in- 
NCluding labour. _. 

^^'-^he distinctions here made between the different 
kinds of value ai?e, in the main, those of Adam Smith ; 
Aou^h it must be acknowledged that he has not been 
sufficiently careful to keep them always separate. la 
speaking of the value of corn, he has sometimes left 
us in doubt whether he means value in use, or real 
value in exchange;* and he sometimes, as I shall 
have occasion to notice further on, confounds the cost 

• Wealth of Natkmf, Book IV. Chap. r. p. 278. eth e<!tt. 
7 
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of a commodity in labour with its value in oommand- 
inglabour, which are essentially different* 

These instances however may, perhaps, be fairij 
considered in the light of inadvertences. At the evA 
of the third chaj^ter of his first book he has explain- 
ad value in use, in the same manner as it has been ex- 
plained here ; and in part of the succeeding chapter, 
on the real and nominal prices of commodities, he has 
made exactly the same distinction between real and 
nominal value, the propriety of which, as it hsis been 
controverted, it has been my endeavour to estaUish. 
To these distinctions he has, in the main, adhered ; 
they properly belong to his system ; and he has devi- 
ated from them only when, from some cause or oth^, 
he was not fully aware of the inconsistency of such 
deviation. 



SECTION U. 
Of Demand and Supplf/j as (Aey affect Exchangeable Vahu. 

The terms Demand and Supply are so familiar to the 
ear of every reader, and their application in single in- 
stances so fully understood, that in the slight use 
which has hitherto been made of them, it has not 
been thought necessary to interrupt the course oi the 
reasoning by explanations and definitions. Tfi^se 
terms, however, though in constant use, are by no 
means applied with precision. And before we pro- 
ceed farther, it may be advisable to clear this pan of. 
the ground as much as possible, that we may oe cer- 
tain of the footing on which we stand. This will 
Spear to be the more necessary, as it must be allow- 
, that of all the principles in political economy, 

• Wealth of NttioM. Book I. Cl»p. v. 



8£C. II.] mA9DK£3 OF VALUE* 51 

there is none which bears so large a share in the jiie- 
nomena which come under its consideration, as the 
principle of supply and demand. 

It has been already stated, that all value in ex- 
change depends upon the power and will to exchange 
^ one commodity for another ; and when, by the intro- 
s cluction of a general measure of value and medium of 
> exchan^ society has been divided, in common Ian- 
\ goage, into buyers and sellers, demand may be defin- 
; ^ to be, the will co mbined with the powfir to pur- 
l chase, and supply, "IKe groducfion ^? commoditjies 
S combined widl. the intentibn to sell them. In this^ 
""""state of things, the relative values of commodities in 
money, or their prices, are determined by the relative 
demand for them, compared with the supply of them ; 
and this law appears to be so general, tnat probably 
not a single instance of a change of price can be 
found which may not be satisfactorily traced to some 
previous change in the causes which affect the de- 
mand or supply. 

In examinmg the truth of this position we must 
constantly bear in mind the terms in which it is ex- 
pressed ; and recollect that, when prices are said to 
jbe determined by demand and supply, it is not meant 
that they are determined either by the demand alone 
or the supply alone, but by their relation to each 
other. 

But how is this relation to be ascertained ? It has 
been sometimes said that supply b always equal to 
demand, because no permanent supply of any com- 
modity can take place for which there is not a de- 
mand so eflective as to take off all that is offered. 
In one sense of the terms in which demand and sup- 
ply have occasionally been used, this position may be 
granted. The actual extent of the demand, compar- 
ed with the actual extent of the supply, are always 
on an average proportioned to each other. If the 
supply be ever so small, the extent of the effective de- 
mand cannot be greater ; and if the supply be ever so 
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^reat, th# extent of the demand, or the oonsumption, 
^U either increase in proportion, or a part of it will 
become useless and cease to be produced. It cannot, 
therefore, be in this sense that a change in the pro* 
|K>rtion of demand to supplj affects prices ; because 
in this sense, demand and supply always bear the 
lame relation to each other. And this uncertainty in 
the use of these terms renders it an absolutely neoe»- 
sary preliminary in the present inquiry, clearly to as- 
Ct^rtain what is the nature of that change hi the mu- 
tual relation of demand and supply, on which the 
{Prices of commodities so entirely depend. 

The demand for a commodity has been defined 
to be, die will combined with the power to pur* 
chase it. 

The greater is the degree of this will and power 
With regard to any particular commodity, the fi^eater 
or the more intense may be fairly said to be the de* 
mand for it But however great this will and power 
may be among the purchasers of a commodity, none 
of them will he disposed to give a high price for it, 
if they can obtain it at a low one ; and as long as tbm 
abilities and competition of the sellers induce them to 
bring the quantity wanted to market at a low price, 
the real intensity of the demand will not shew itself. 

If a given number of commodities, attainable i^ 
labour alone, were to become more difficult of acqui* 
eition, as they would evidently not be obtained unless 
by means of increased exertion, we might surely con"* 
«ider such incresoed exertion, if applied, as an evi- 
dence of a greater intensity of demand, or of a power 
and will to make a greater sacrifice in order to obtain 
diem. 

In fact it may be said, that the giving a ^leater 
price for a commodity abacriutely and necesssuSy im*- 
plies a greater intensity of demand ; and that the real 
question is, what are the causes which either call 
fertfa or render unnecesBary the e:qpfessiQii of this hi^ 
teoHty of demand P 
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It has been justly stated, that the causes which 
tend to raise the price of any article estimated in 
some commodity named, and supposed for short 
periods not essentially to vary, are an increase in the 
mimber or wants of its purcnasers, or a deficiency in 
hs supply ; and the causes which lower the price are 
a diminution in the number or wants of its purcha- 
sers, or an increased abundance in its supply. 

The first class of these causes is obviously cdlculat^ 
ed to call forth the expression of a greater intensity 
of demand, and the other of a less. 

If, for instance, a commodity which had been ha* 
Mtually demanded and consumed by a thousand pur- 
chasers were suddenly to be wanted by two thousand^ 
it is clear that before this increased extent of demand 
could be supplied, some must go without that which 
they wanted ; and it is scarcely possible to suppose that 
the intensity of individual demand would not increase 
among a sufficient number of these two thousand pur^ 
ehasers, to take off all the commodity produced at an 
increased price. At the same time, if we could sup* 
pose it possible that the wills and powers of the pur* 
chasers, or the intensity of their demand, would not 
admit of increase, it is quite certain that, however the 
matter might be settled among the contending com- 
petitors, no rise of price oouM take place. 

In the same manner, if a commodity were to be di« 
minished one half in quantity, it is scarcely possible 
to suppose that a sufficient number of the former pur- 
chasers would not be both willing and able to take 
iDff the whole of the diminished quantity at a higher 
price ; but if they really would not or couki not do 
this, the price could not rise. 

On the other hand, if the permanent cost of pro- 
ducing the commodity were doubled, it is evident 
that only such a quantity could be permaneDtly f»o» 
duced as wou^ supply the wants of tboae who were 
aMe and willing to make a sacrifice for the attain* 
ment of their wishes equal to double the amount nf 
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what. they did before. The qoantitj of the camvio- 
dity which woald be brought to market under these 
dicumstances nu^t be extremely different It might 
be reduced to the 8U|R>Iy of a single individual, or 
might remain predflely the same as before. If it 
were reduced to the supply of a single individual, k 
would be a proof that only one of all the former pur- 
chasers was both able and willing to make an effec- 
tive demand for it at the advanced price. If the sup- 
ply remained the same, it would be a proof that all 
the purchasers were in this state, but that the expres- 
sion of this intensity of demand had not before been 
rendered necessary. In the latter case, there would 
be the same quantity supplied and die same quantitj 
demanded ; but there would be a much greater inten- 
sity of demand called forth ; and this may be fairly said 
to be a most important change in the rekition be- 
tween the supply and the demand of these commo- 
dities ; because, without the increased intensity of de- 
mand, which in this case takes place, the commodity 
would cease to be produced ; that is, the failure of the 
supply would be contingent upon the failure of tl^ 
power or will to make a greater sacrifice for the ob- 
ject sought. 

Upon the same principles, if a commodity were to 
become much more abundant, compared wiUi the for- 
mer number of purchasers, this increased suj^ly 
could not be all sold, unless the price were loweredf. 
Each seller wishing to dispose of that part of the 
commodity which he possessed, would go on lowering 
it till he had effected his object; and though the 
wills and powers of the old purchasers might remain 
undiminisned, yet as the commodity could be obtain- 
ed without the expression of the same intensity of de- 
mand as before, this demand would of course not 
then shew itself. 

A similar effect would obviously take place from 
the consumers of a commodity requiring a less quan- 
tity of it. 
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If, instead of a temporary aboiidaiice ei supply 
compared with the demand, the cost of producine 
any particular commodity were greatly dimipisheOy 
the mil of price would m the same manner be oct 
casioned by an increased abundance of supply, 
either actual or contingent. In almost all practical 
cases it would be an actual and permanent mcrease, 
because the competition of sellers would lower the 
price ; and it very rarely happens that a £^1 of price 
does not occasion an increased consumption. On the 
supposition, however, of the very rare case that a de-* 
finite quantity only of the commodity was required, 
whatever might be its price, it is obvious that from 
the competition of the producers a ereater quantit? 
would be brought to market than could be consumed, 
till the price was reduced in proportion to the increas- 
ed facility of production ; and this excess of supply 
would be always contingent on the circumstance of 
the price being at any time higher than the price 
which returns average profits. In this case of a fdl 
of prices, as in the other of a rise of prices, the actual 
quantity of the commodity supplied and consumed 
ma^ possibly, after a short struggle, be the same as 
before ; yet it cannot be said that the demand is the 
same. It may indeed exist precisely in die same de- 
gree, and the actual consumers of the commodity 
might be perfectly readv to ^ve what they eave be- 
fore rather than go without it ; but such has oeen the 
alteration in the means of supply ccHnpared with the 
demand, that the competition of the producers ren- 
ders the same intensity of demand no longer neces- 
sary to effect the supply required ; and not being ne- 
cessary, it is of course not called forth, and the price 
falls. 

It is evidently, therefore, not merely extent of ac- 
tual demand, nor even the extent of actusd demand 
compared with the extent of actual supply, which 
raises prices, but such a change in the relation be- 
tween supply and demand as renders necessary die 
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^xpreflBion c^ a greater intensity of demand, in order 
either peaceably to divide any actual produce, or 
prevent the fumre produce ot the same kind from 
failing. 

And, in the same manner, it is not merely extent of 
actual supply, nor the extent of the actual supply 
compared with the actual demand, that lowers prices, 
but such a change in the relation of the suppl]^, com* 
pared with the demand, as renders a fall ot price ne- 
cessary, in order to take off a temporary abundance, 
or to prevent a constant excess ot supply contingent 
upon a diminution in the cost of production, without 
a proportionate diminution in the price of the pro- 
duce. 

If the terms demand and supply be understood and 
used in the way here describeid, there is no case of 
price, Mdiedier temporary or permanent, which they 
will not determine ; and iA every instance of bargain 
and sale it will be perfectly correct to say that the 
price will depend upon the relation of the demand to 
the supply. 

I wish it particularly to be observed that in this 
discussion I have not given any new meaning to tlie 
terms, demand and supply. In the use which I have 
occasionally made of the words intense and irUensUff 
as applied to demand, my sole purpose has been to 
explam the meaning which has hitherto always been 
attached to the term demand when it is said to raise 
prices. Mr. Ricardo in his chapter On the influence of 
demand and supply mh prices^* observes, that '^ the 
demand for a commodity cannot be said to increasCi 
if no additional quantity of it be purchased or con** 
sumed.'^ But it is obvious, as I have before re* 
marked, that it is not in the sense of mere extent of 
eoosumpdon that demand raises prices, because it is 
almost always when the prices are the lowest that the 
extent of oansumpdcai is the greatest. This, there* 

• Prtnciplffi of PoUt. Booo. cIm^ kou p. 493. 2d edit. 
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fore, cannot be the meaning hitherto attached to the 
term, demand, when it is said to raise prices, Mr, 
Ricardo, however, subsequently quotes Lord Lau- 
derdale's statements respecting value,* and allows them 
to be true, as applied to monopolized commodities, 
and the market prices of all other commodities for a 
limited period. He would allow, therefore, that the 
deficiencv of any article in a market would occasion 
a ^at (Jemand for it, compared with the supply, and 
raise its price, although in this case less than usual of 
the article must be purchased by the consumers. De- 
mand, in this sense, is obviously quite different from 
the sense in which Mr. Ricardo had before used the 
term. The one implies extent of consumption, the 
other intensity of demand, or the will and power to 
make a greater sacrifice in order to obtain the object 
wanted. It is in this latter sense alone that demand 
raises prices ; and my sole object in this section is to 
shew that, whenever we talk of demand and supply 
as influencing prices, whether market or natural, the 
terms should always be understood in the sense in 
whiph Mr. Ricardo and every other person has hith- 
erto understood them, when speaking of commodities 
bought and sold in a market 



SECTION III. 
0/the Co9t of Production as it affects Exchangeable Value* 

It may be said, perhaps, that even according to the 
view given of demand and supply in the preceding 
section, the permanent prices of a great mass of com- 
modities will be determmed by the cost of their pro- 
duction. This is true, if we include all the compo- 



58 ON THE NATORE AND [CH- II- 

nent parts of price stSted by Adam Smitbi though 
not it we consider only those stated by Mr. Ricarao. 
But, in reality, the two systems, one of which ac- 
counts for the prices of the great mass of commodi- 
ties by the cost of their production, and the other ac- 
counts for the prices of all commodities, under all 
circumstances, permanent as well as temporary, hy 
the relation of the demand to the supply, tnough tbejr 
touch each other necessarily tU a greater number of 
points, have an essentially diflferent origin, and require, 
therefore, to be very carefully distinguished. 

In all the transactions of bargain and sale, there is 
evidently a principle in constant operation, which can 
determine, and does actually determine, the prices of 
commodities, quite independently of any eonsidera- 
tioui; of cost, or of the quantity of labour and capi- 
tal employed upon their production. And thb is 
found to operate, not only permanently upon th^ 
class of commodities which may be considered as 
monopolies, but temporarily and imniediately upon all 
commodities, and strikingly and pre-eminently so up- 
on all sorts of raw produce. 

It has never been a matter of doubt that the prin- 
ciple of supplv and demand determines exclusively, 
and very regularly and accurately, the prices of mo- 
nopolized commodities, without any reference to the 
cost of their production ; and our daily and uniform 
experience shews us that the prices of raw products, 
particularly of those which are most affected by the 
seasons, are at the moment of their sale determined 
always by the higgling of the market, and differ 
widely in different ^ears and at different times, while 
the labour and capital employed upon them may have 
been very nearly the same. This is so obvious, that 
probably very few would hesitate to believe what is 
certainly true, that, if in the next year we could by any 
process exempt the farmers from all cost in the produc- 
tion of their corn and rattle, provided no cliange 
were made in the quantity brought to market, and 
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the society had the same wants and the same powers 
of purchasing, the prices of raw products would be 
the same as if they had cost the usual labour and ex- 
pense to procure them. 

With regard, therefore, to a class of commodities 
of the greatest extent, it is acknowledged that the ex* 
istinc market prices are, at the moment they are fix- 
ed, determined upon a principle quite distinct from 
the cost of production, and that these prices are in 
reality almost always different from what they would 
have been, if this cost had regulated them. 

There is indeed another class of commodities, such 
as manufactures, particularly those in which the raw 
material is cheap, where the existing market prices 
much more frequently coincide with the cost oi pro- 
duction, and may appear, therefore, to be exclusive- 
ly determined by it. Even here, however, our fa- 
miliar experience shews us that any alteration in the 
demand and supply quite overcomes for a time the in- 
fluence of this cost ; and further, when we come to 
examine the subject more closely, we find that the 
cost of production itself only influences the prices of 
these commodities as the payment of this cost is 
the ^necessary condition of their continued supply. 

But if this be true, it follows, that the great princi- 
ple of demand and supply is called into action to de- 
termine what Adam Smith calls natural prices as well 
as market prices. 

It will be allowed without hesitation that no change 
can take place in the market prices of commoilities 
without some previous change in the relation of de- 
mand and supply. And the question is, whether the 
same position is true in reference to natural prices ? 
This question must of course be determined by at* 
tending carefully to the nature of the change which 
an alteration in the cost of production occasions in 
the state of the demand and supply, and particularly 
to the specific and immediate cause by which the 
change of price that takes place i^ effected. 
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We all allow, that when the cost of production di- 
minishes, a fall of price is generally the consequence; 
but what is it, specifically, which forces doivn the 
price of the commodity ? It has been shewn in the 
preceding section that it is an actual or contingent 
excess of supply. 

We all allow that, when the cost of production in- 
creases, the prices of commodities generally rise. 
But what is it which specifically forces up the price ? 
It has been shewn that it is a contingent failure of sup- 
ply. Remove these contingencies, that is, let the ex- 
tent of the supply remain exactly the same, without 
contingent failure or excess, whether the price of pro- 
duction rises or falls, and there is not tne slightest 
ground for supposing that any variation of price 
would take place. 

If, for instance, all the commodities that are con- 
sumed in this country, whether agricultural or manu- 
factured, could be prcKluced, during the next ten yearSf 
without labour, and yet could only be supplied exact-* 
ly in the same quantities as they would be in a natu- 
ral state of things ; then, supposing the wills and the 
powers of the purchasers to remam the same, there 
cannot be a doubt that all prices would also remain 
the same. But, if this be allowed, it follows, that the 
relation of the supply to the demand, either actual or 
contingent, is the dominant principle in the determi- 
nation of prices whether market or natural, and that 
the cost of production can do nothing but in subordi- 
nation to it, that is, merely as this cost affects actually 
or contingentlv the relation which the supply bears 
to the demand. 

It is not however necessary to resort to imagi- 
nary cases in order to fortify this conclusion. Ac- 
tual experience shews the principle in the clearest 
light 

In the well known instance, noticed by Adam 
Smith, of the insu£ficient pay of curates, notwith- 
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Standing; all the efforts of the legislature to raise it,* 
a striking proof is afforded that the permanent price 
of an article is determined by the demand and supply, 
and not by the cost of production. The jeal ccist of 
production would, in this case, be more likely to be 
increased than diminished by the subscriptions of be- 
nefactors ; but being paid by others and not by the 
individuals themselves, it does not regulate and limit 
the supply; and this supply, on a count of such en- 
couragement, becoming and continuing abundant, the 
price is and must < always be low, whatever may be 
the real cost of the education given. 

The effects of the poor-rates in lowering the wages 
of labour present another practical instance of the 
same kind. It is not probable that public money 
should be more economically managea than the in- 
come of individuals. Consequently the cost of rear- 
ing a family cannot be supposed to be diminished by 
parish assistance ; but, a part of the expense being 
Dorne by the public, a price of labour adequate to the 
maintenance of a certam family is no longer a neces- 
sary condition of its supply ; and as, by means of 
parish rates, this supply can be obtauied without such 
wages, the real costs of supplying labour no longer 
regulate its price. 

In fact, in every kind of bounty upon production, 
the same effects must necessarily take place ; and just 
in proportion as such bounties tend to lower prices, 
they shew that prices depend upon the supply com- 
pared with the demand, and not upon the costs of 
production. 

But the most striking instance which can well be 
conceived to shew that the cost of production only 
influences the prices of commodities as it regulates 
their supply, is continually before our eyes, in the 
artificial value which is given to Bank notes, by 
limiting their amount. Mr. Ricardo's admirable and 

* Wcdth of NftikMH, Book I. e. x. p. SOt. «tb edU. 
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efficient plan for this purpose proceeds upon the just 
principle, that, if you can limit the supply of notes, 
so that they shall not exceed the quantity of goM 
which would have circulated, if the currency had 
bee4i metallic, you will keep the notes always of the 
same value as gold. And i am confident he would 
allow, that if this limitation could he completely ef- 
fected without the paper being exchangeable for gold, 
the value of the notes would not be altered. But, if 
an article which costs comparatively nothing in mak- 
ing, though it performs one of the most important 
functions of gold, can be kept to the value of gold by 
being supplied in the same quantity, it is the clearest 
of all possible proofs that the value of gold itself no 
further depends upon the cost of its production, than 
as this cost influences its supply, and that if the cost 
were to cease, provided the supply were not increas- 
ed, the value of gold in this country would still re- 
main the same. 

It does not, however, in any degree follow from 
what has been said, that labour and the costs of pro- 
duction have not a most powerful effect upon prices. 
But the true way of considering these costs is, as the 
necessary condition of the supply of the objects 
wanted. 

Although, at the time of the actual exchange of 
two commodities, no circumstance affects it but the 
relation of the supply to the demand ; yet, as almost 
all the objects of human desire are obtained by the 
instrumentality of human exertion, it is clear that the 
supply of these objects must be regulated— first, by 
the quantity and direction of this exertion ; secondly, 
by the assistance which it may receive from the re«- 
suits of previous labour ; and thirdly, by the abun- 
dance or scarcity of the materials on which it has to 
work, and of the food of the labourer. It is of im- 
]x>rtance, therefore, to consider the different condi- 
tions which must be fulfilled, in order that any com- 
modity should continue to be brought to n^arket 
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The first condition is, that the labour whicb has 
been expended on it should be so remunerated in the 
value of the objects given in exchan^, as to encour- 
age the exertion of a sufficient quantity c^ industry in 
the direction required^ as without such adequate re* 
munerdtion the supply of the commodity must neces* 
sariiy fail. If this labour should be of a very severe 
kind, few comparatively would be able or willing to 
engage in it ; and, upon the common principles of ex* 
changeable value before explained, it would rise in 
price. If the work were of a nature to require an 
uncommon degree of dexterity and ingenuity, a rise 
of price would take place in a greater degree ; but 
not certainly, as stated by Adam Smith, on account 
of the esteem which men have for such talents,* but 
on account of their rarity, and the consequent rarity 
of the effects produced by them. In all these cases 
the remuneration will be regulated, not by the intrii^ 
sic qualities of the commodities produced, but by the 
stafe of the demand for them compared with the sup- 
ply, and of course by the demand and supply of IM 
sort of labour which produced them. If the commo- 
dities have been obtained by the exertion of manuid 
labour exclusively, aided at least only by the unappro*- 
priated bounties of nature, the whole remuneration 
will, of course, belong to the labourer, and the usual 
value of this remuneration, in the existing state of the 
society, would be the usual price of the commodity. 

The second condition to be fulfilled is, that the as- 
sistance which may have been given to the labourer, 
from the previous accumulation of objects which faci- 
litate future production, should be so renuinerated as 
to continue the application of this assistance to the 
production of the commodities required. If by means 
of certain advances to the labourer of machinery, 
food, and materials previously collected, he can exe- 
, eute eight or ten times as much work as he could 

• Wealth oTNatioai, Bo«k I. c. vi. p. 7t. 6th edit. 
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without such assistance, the person furnishing them 
might appear, at first, to be entitled to the diTOrence 
between the powers of unassisted labour and the 
powers of labour so assisted. But the prices of com- 
modities do not depend upon their intrinsic utilitj, 
but upon the supply and the demand. The increased 
powers of labour would naturally produce an increas- 
ed supply of commodities ; their prices would conse- 
quently fall ; and the remuneration for the capital ad- 
vanced would soon be reduced to what was necessa- 
ry, in the existing state of the society, to bring the 
articles to the production of which they were applied 
to market. With regard to the labourers employed, 
as neither their exertions nor their skill would neces- 
sarily be much greater than if they had worked un- 
assisted, their remuneration would be nearly the same 
as before, and would depend entirely upon the ex- 
changeable value of the kmd of labour they had con- 
tributed, estimated in the usual way by the demand 
and the supply. It is not, therefore, quite correct to 
represeat, as Adam Smith does, the profits of capital as 
a deduction from the produce of labour. They are 
only a fair remuneration for that part of the production 
contributed by the capitalist, estimated exactly in the 
same way as the contribution of the labourer. 

The third condition to be fulfilled is, that the price 
of commodities should be such as to effect the con- 
tinued supply of the food and raw materials used by 
the labourers and capitalists ; and we know that this 

()rice cannot be paid without yielding a rent to the 
andlord pn almost all the land actually in use. In 
speaking of the landlords, Adam Smith's language is 
a^in exceptionable. He represents them, rather in- 
vidiously, as loving to reap where they have never 
sown, and as obliging the labourer to pay for a 
licence to obtain those natural products, which, when 
land was in common, cost only the trouble of collect- ^ 
ing.* But he would himself "be the first to acknow- 

• WMlth orNaUoof, BMk I. efa. vi. p. 74. 6th edit. 
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ledge that) if land were not appropriated, its prodace 
would be, beyond comparison, less abundant, and con- 
sequently dearer ; and, if it be appropriated, some per- 
sons or other must necessarily be tm proprietors. It 
matters not to the society whether these persons are 
the same or different from the actual labourers of the 
land. The price of the produce will be determined 
by the general supply compared with the general de- 
mand, and will be precisely the same, whether the 
labourer pays a rent, or uses the land without rent. 
The only difference is that, in the latter case, what 
remains of this price, after paying the labour and 
cafMtal, will go to the same person that contributed 
the labour, which is almost equivalent to saying, that 
the labourer would be better off, if he were a posses- 
sor of land as well as labour — a foct not to be disput- 
ed, but which by no means implies that the labourer, 
who in the lottery of human life has not drawn a 
piiise of land, suffers any hardship or injustice in 
being obliged to give something in exchange for the 
use qf what belongs to another. The possessors of 
land, whoever they maj be, conduct themselves, with 
regard to their possessions, exactly in the same way 
as the possessors of labour and of capital, and ex- 
change wliat they have, for as many otner commodi- 
ties as the society is willing to give them for it. 

The three conditions therefore above speciified 
must, in every society, be necessarUy fulfilled, in 
order to obtain the supply of by far the greater part 
of the commodities which it wants ; and me compeu'- 
sation which fulfils these conditions, or the price of 
any exehangeaWe commodity, may be considered as 
consisting of three parts—that which pays the wages 
of ihe labourer employed in its production ; that 
^|bich fmys the profits of capital by which such pro- 
^^[ption has been facilitated ; and that which pays the 
rent of land, or the remuneration for the raw materi- 
ds and food furnished by the landlord ; — ^the price 
of each of these component parts being determined 
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eJiractly by- die same causes as those which determine* 
thepnce of the whole. 

The price which fulfils these conditions is precisely 
what Adam Smith calls the natural price. I should 
be rather more disposed to call it the necessary price, 
because the term necessary better expresses a refe- 
rence to the conditions of supply, and is, on that ac- 
count, susceptible of a. more simple definition. To 
explain natural price, Adam Smith is obliged to use a 
good deal of circumlocution ; and though he makes it 
on thie whole sufficiently clear, yet, as ne calls to his 
assistance two other terms, each of which might al- 
most as well have been used as the one adopted, the 
definition is not quite satisfactory.* If, however, we 
use the term suggested, the ^ definition of necessary 
price will be very easy and simple. It will be, the 
prige necessary, in the actual circumstances of the 
society, to bring the commodity regularly to the mar- 
ket. This is only a shorter description of what 
Adam Smith means by natural price, as contradistin- 
guished, from market price, or the price at which 
commodities actually sell in the market, which, from 
the variations of the seasons or the accidental miscal- 
culations of the suppliers, are sometimes sold higher 
and sometimes lower than the price which is neces- 
sary to fulfil the conditions of a regular supply. 
^ When a commodity is sold at this its natural price, 
Adam Smith says, it is sold for precisely what it is 
worth. But here, I think, he has u&ed the term 
worth in an unusual sense. Commoditiesare con- 
tinually said to be worth more than they^Ai'e cost, 
ordinary profits included ; and accordinff to the^^cus- 
tomary and proper use of the term worth, we <il)gl j 
never say, that a certain quantity of com, ortonyjj 
er article, was not worth more when it was s^igpfl 
though no more labour and capital plight have been «i 

• Book I. chap. vu. 
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^ ployed about it. The worth of a commodity is its mar- -• 
<^ ket price, not its natural or necessary price ; it is its r* 
v'* value in exchange, not its cost ; andfthis is one of the r 
/* instamces in which Adam Smith has not been suffi- ) 
(ciently careful to keep them separate.* "^^ 

But if it appear generally that the cost of produc- 
tion only determines the prices of commodities, as the 
payment of it is (he necessary condition of their supply, 
and that the component parts of this cost are them- 
^ selves determinea by the same causes which deter- 
mine the whole, it is obvious that we cannot get rid 
of the principle of demand and supply by referring to 
the cost of production. Natural and necessary prices 
appear to be regulated by this principle, as well as 
market prices ; and the only difTerencc is, that the 
former are regulated by the ordinary and average re- 
lation of the demand to the supply, and the latter, 
when they differ from the former, depend upon the 
extraordinary and accidental relationis of the demand 
to the supply. 



SECTIOiJ IV. 

Of the Labour which a Commodity has Co»tj considered as m 
Measure of ExchUngeabU Value. 

Adam Smith, in^ bis chapter on the real and nomi^ 
nal price of commodities,! in which be considers la- 
bour as an IHliversal and accurate measure of value, 
has intioduced some confusion into bis inquiry, by not 
a4bedn^ strictly to the same mode of applying die 
Jab(4Mt^hich lie proposes for a measure. 
iE> Sometimes he sp^s of the value of a commoditv 
as being determined by the quantity of labour which 



• Book r. ebap. vU. f Book I. cbap. ▼. 
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its productioQ has cos^ and sometinies by the qimi^ 
tity of labour which it will ccuiunand in exchange. 

Ti^ese two measures are essentially difTer^nt ; and^ 
diou^h certainly neither of them can come undier the 
description of a standard, one of them is a very much 
more useful and accurate measure of value than the 
Other. 

When we consider the degree in which labour is 
fitted to be a measure of value in the first sense used 
by Adam Smith, that is, in reference to the quantit|r 
of labour which a commodity has cost in. its produce 
tion, we shall find it radically defective. 

In the first place, a moment's considertion ^i3X shenK 
tts that it cannot be applied in a positive sense. It ii 
indeed almost a contradiction in terms to say, that tb^ 
exchangeable value of a commodity is profNortioneil 
to the quantity of labour employed upon it. £x*« 
changeable value, as the term implies, evidently mean^ 
value in exchange for some other commodities ; but, 
if, when more labour is employed upon one comniio-' 
dity, more labour is also employed on the others 
for which it is exchanged, it is quite obvious that the 
exchan^able value of the first commodity cannot be 
proportioned to the labour emploved upon it. If, for 
instance, at the same time that the labour of produc* 
ing corn increases, the labour of producing money 
and many other commodities increases, tl^e is ati 
once an end of our being aUe to say with troth, that 
all things become more or less valuable in proportion 
as more or less labour is employed in theixprodiiction*. 
In thb case k is obvious that more labour has been 
employed upon com, akhotigh a bushel «f oora may 
stiU exchange for no more money nor labour than b&i ) 
fore. The exchangeable value of conif lIw|e£Miii^ 
has certainly not altered in proportion to the adtfliKXif . 
Bi quantity. of labour wUcb it h» cost sa its pro^ 
dffiction. 

But, even if we take this measure always in a re- 
lative sense, that is, if we say that the exchangeable 



yalut) of oomiDodBties is detennm^ by the €&mparth 
iive qiMiDtity of labour expended upon each, tkere 
is no stage of society In wnich it will be found ooff« 
^ect 

In the very earliest periods^ when not only Imd 
was in cohivkmd, but scarcely any capital was used to 
assist manual exertions, exchanges would be cofi^ 
flftantly made wkh but little reference fo the quantity 
of labour which each commodity might hare costi 
The greatest part of the objects exchd^gied would \m 
raw products of various kuids, such as Jame, fish^ 
fruits, &€• with regard to which, the e&cts of Jar 
hour are always uncertain* One man might have ewf* 
ployed five days' labour in procuring an objeet,which he 
would subsequently be very happv to exchange for 
tome other object that might have cost a more 
fortunate labourer cmly two, or flerhaps one day'it 
exertion. And thb msproportion between the e«^. 
changeable value of objects and the labour which tbi^ 
had cost in produeUoai would be of perpetual recor^ 
Hence* 

I cannot, therefore, a^ee either wiih Adbm Smilli 
or Mr. Ricardo in thinkmg that, ''in that mda state 
cf society which precedes both the accuamlatidn ^ 
stock and the appropriation of land, the proportiea 
between the quantities of labour necessary lor ac^ 
quiring different objects seems to be the only circilm-* 
stance which can afford any rule for e^bchanging theos 
for (Mie another."^ The rule, which would be acted 
imon in the exchange of commodities, is imquestion* 
aUy dial which has De^» so hap|»ily des(*ribiBd by Tw^ 

Sand which I have stated m the fiist section of 
chaptec The lesults of tl^ role ttight or might 
mot agree^ on w a;rerage, with those of (he rab 
founded on the qioaatity of labour wIMch each, attt^ 
do bad cost ; but \i Aey did not^ or if coMnodities: 
WQre fc^opd by aceidenti or tins labour emf^^ed upim 
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tibem was utterly unknown when they were btougfat to 
market, the society would never be at a loss for a itile 
lo determine their exchangeable value ; and it is pro- 
bable that the exchanses actually made in this stage 
of society, would be less frequently proportioned to 
die labour which each object had cost than in any 
other. 

But in iact there is scarcely any stage of society, 
however barbarous, where the cost of production is 
confined exclusively to labour. At a very early 
period, profits will be found to form an important part 
of this cost, and consequently to enter largely into 
the question of exchangeable value as a necessary 
condition of supply. To make even a bow and ar^ 
row, it is obviously necessarv that the wood and reed 
should be properly dried andf seasoned ; and the dme 
that these materials must necessarily be kept by the 
workman before his work is completed, introduces at 
once a new element into the comrpUtation of cost 
We may estimate the labour employed in any sort of 
capital just upon the same principle as the labour em- 
ployed in the immediate production of the commodi- 
ty. But the varying quickness of the returns is an 
entirely new element, which has nothing to do with 
the quantity of labour employed' upon the capital, 
and yet, in every period oi society, the earliest as 
well as the latest, is of the utmost importance in the 
determination of prices. 

The fixed capital necessary to* hollow out a canoe, 
mav consist of little more than A' few stone hatchets 
and shell chissels ; and the labour necessary to make 
them miffht not add much to the labour subsequently . 
employed in the work to which they were applied ;* 
but k is likewise necessary that the workman should ' 
previously cut down the timber, and employ a great 
quantity of labour in various parts of the process, ^ry 
long b^ore there is a possibility of his receiving the" 
returns for his exertions, either in the use of the 
canoe, or in the commodities which he might obtain 
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lo exchange for it ; and during this time he must of 
cour^ advance the whole of his subsistence. But the 
povidence, foresight, and postponement of j^sent en- 
jovment for the sake of future benefit and profit^ 
which are ^lecessary for this purpose, have always 
been considered as rare Qualities in the savage ; and 
it can scarcely admit ot a doubt that the articles 
which were of a nature to require this long prepara- 
tion, would be comparatively v^ry scarce, and would 
have a great exchangeable value in proportion to the 
quantity pf labour whict^ had been actually employed 
upon them, and on the capital necessary to their pro* 
duction. On this account, I should thmk it not. im- 
probable, that a canoe nught, in such a state of so- 
ciety, possess double the exchangeable value of a 
number of deer, to produce which, successively in the 
market might have cost precisely the same number of 
days' labour, induding the necessary fixed capital of 
the bows and arrows, &c. used for killing them ; and 
the great diflference of price in this case would arise 
from the, circumstance^ that the returns for the labour 
of killing each successive deer always came in with- 
in a few days after it was employed, while the re- 
tiirns for the labour expended : on the canoe were de-, 
layed perhaps beyond a year.. Whatever might be 
the rate of profits, the comparative slowness of these- 
rejiums must teU proportionally on the price of the 
article ; and, as there is reason to think that among 
savages the advances necessary for a work of slow 
returns would be comparatively seldom made, the^ 
profits of capital would be ei;tremely high, and 
the difference of exchangeable value in different 
cominodities which had cost in their production, and 
in the production of the necessary capital, the same 
quantity of labour, would be very great r r 

If to this cause of variation we add the exception . 
noticed by Mr. Ricardo, arising from the greater or 
less proportion of fixed capital employed in different 
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commodities^ tbe efiects of which would shew them-* 
selves in a very eariy period of savage fife ; It most 
be allowed that the rale which declares <^ that com- 
modities never vary in value unless a ereater or leas 
quantity of labour be bestowed on their production/^ 
cannot possibly, as stated by Mr. RicaMo, be ** of 
universal application in the early stages of society."* 

In countries advanced in civilization, it is obviooa 
that the same causes of variation in the exchangeable 
value of cmnmoditiesy independently of the labour 
"which they may have cost, must prevail, as in the 
early periods of society, and as might be expected 
some others. Probably indeed the jwofits of stock 
will not be so high, and ooosequently neither the va- 
rying proportions c^the fixed capitals, nor tlie dow- 
ness or quickness of the returns, will produce the 
same prcmortionate difference on prices ; but to make 
up for tnis, the difference in the ^antity of fixed 
capitsd employed is prodigious, and scarcely the same 
in any two commodities ; and the diflferenoe in the 
returns of capital varies sometimes from two or three 
da^ to two or three years. 

The proposition of Mr. Ricardo, which shews that 
a rise m tne price of labour lowers the price of a 
large class of commodities,t has undoubtedly a very 
paradoxical air ; but it is nevertheless true ; and the 
appearance of paradox would vanish if it were stated 
mor^ naturally. 

Mr. Ricardo vvould certainly allow that the f^ct 
he contemplates is produced by a fall of profits, whidi 
he thinks is synonimous with a rise of wages, It is 
not necessaiT here to enter into the question how far 
he » right m this respect ; but undoubtedly no one 
could have thought tne proposition paradoxical, or 
even in the slientest degree improbable, if he had 
sbited that a faU of profits would occasion a fall of 

#>rriaoip1ei or Pom. Bc«k ^ 31. so. idil 

f PriadplciQr Fi»Ut Ecxm. pp. M md 41. Sd edit. 
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price in those commodities, where from the quanti^ 
of fixed capital employed, the profits of that capital 
had before formed the principal ingredient in the cost 
of production. But this is what he has in substance 
said. In the particular case which he has taken to 
illustrate his proposition, he supposes no other labour 
employed than that which has been applied in the 
construction of the machine, or fixed capital used ; 
and consequently the price of the yearly produce of 
this machine would be formed merely of the ordinary 
profits of the £20,000 which it is supposed to have 
cost, together with a slight addition to replace its 
wear and tear. Now it is quite certain that if, from 
any cause whatever, the ordinary profits of stock 
should fall, the price of the commoaity so produced 
would fall. This is sufficiently obvious. But the 
efiects arising from an opposite supposition, equally 
consistent with facts, have not been sufficiently con- 
sidered by Mr. Ricardo, and the general result has 
been totally overlooked. 

The state of the case, in a general view of it, seems 
to be this. There is a very large class of commodi- 
ties, in the production of which, owing to the quanti- 
ty of fixed capital used and the long time that elapses 
before the returns of the capital, whether fixed or cir- 
culating, come in, the proportion which the value of 
the capital bears to the value of the labour which it 
yearly employs is, in various degrees, very conside- 
rable. In all these cases it is natural to suppose, that 
the fall of price arising from a fall of pronts should, 
in various degrees, more than counterbalance the rise 
of price which would naturally be occasioned by a 
rise in the price of labour ; and consequently on the 
supposition of a rise in the money price of labour and 
a tall in the rate of profits, all these commodities will, 
in various degrees, naturally fall in price. 

On the other hand, there is a large class of com- 
modities, where, from the absence of fixed capital and 
the rapidity of the returns of the circulating capital 
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fmn m day to a year, the proportton whieb the Taltte 
of (be capital bears to die qvaatitj of labour whicb 
it employs is very small. A capital of a hundred 
poun(k, which was returned every week, could em- 
fploy as much labour annually as 2,600/. the returns 
of which came in ooly at the end of the year ; and if 
the capital were returned nearly every day, as it is 
practically, in some few cases, the advance of little 
more than the wages of a man for a single day might 
©ay above 300 days' labour in the course of a year. 
Now it is quite evident, that out of the profits of these 
trifling capitals it would not only be absolutely impos- 
sible to take a rise in the price of labour of seven per 
cent., but it would be as impossible to take a rise of i 
per cent On the first supposition, a rise of only 
i per cent would, if the price of the produce continu- 
ed the same, absorb more than all the profits of the 
100/. ; and in the other case much more than all die 
capital advanced. If, therefore, the prices of com- 
modities, where the proportion of labour is very great 
compared with the capital which employs it, do not 
rise upon an advance m the price of labour, the pro- 
duction of such conunodities must at once be given 
up. But they c^tainly will not be given up. Con- 
sequently, upon a rise in the price of labour and fall 
of profits, there will be a large class of commodities 
which will rise in price ; audit cannot be correct to 
say, ^^ that no commodities whatever are raised in ex- 
changeable value merely because wages rise ; they 
are only so raised when more labour is bestowed on 
their production, when wages fall, or when the medi- 
um in which they are estimated falls in value."* It 
is quite certain that merely because wages rise and 

Erofits fall, all that class of commodities (and it will 
e a large class) will rise in price, where, from the 
smallness of the capital employed, the fall of profits is 
in various degrees more than overbalanced by the rise 
of wages. 

* Ricardo^s Political Ccooomj, p. 41. 2d edit. 
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There will, however, undoubtedly be a class of 
commodities which, from the effects of these oppo- 
site causes, will remain stationary in price. But from 
the very nature of the proposition, this class mustthe^ 
oreticaily form little more thaa a line ; and where, I 
would ask, is this line to be placed ? Mr. Ricardo, in 
order to illustrate hb proposition, has placed it, at a 
venture, among those commodities where the advan- 
ces consist sobly in the payment of labour, and the 
returns come in exactly in the year.* But the cases 
are extremely rare where the returns of a capital are 
delayed for a year, and yet no part of this capital is 
employed either in the purchase of materials or ma- 
dunery ; and in fact there seems to be no justifiable 

rond for pitching upon this peculiar case as pt eeise^^ 
the one, where, under any variation in the prioe of 
labour, the price of the commodity remains the same, 
and a rise or fall of wages is exactly compensated by 
a fall or rise of profits. At ail events it must be al* 
lowed, that wherever the line may be placed, it can em* 
brace but a very small class of objects ; and upon a 
rise in the price of labour, all the rest will either fall 
or rise in price, although exactly the same quantity 
of labour continues to be employed upon them. 

What then becomes of the doctrine, that the ex- 
changeable value of commodities is proportioned to 
the labour which has been employra upon them P 
Instead of their remaining of the same value, while the 
same quantity of labour is employed upcm them, it 
appears that, firom well known causes of constant and 
universal operation, the prices of all commodities, vary 
when the price of labour varies, with very few ex- 
ceptions; and of what description of commodities 
these few exceptions consist, it is scarcely possible to 
say before band. 

But the dSfferent proportions of fixed capital, and 
the varying quickness of the returns of circulating 
capital, are not the only causes which, in improved 

• B»lit. £coD. p. 33. td edU. 
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countries, prevent the exchangeable value of coui' 
modities from being proportioned to the quantitv of 
labour which has b^n employed upon them* Where 
commerce prevails to any extent, foreign commodities, 
not regulated, it is acknowledged, by the quantity of 
labour and capital employed upon them, form the ma- 
terials of many manufactures. In civilized states 
taxation is every where making considerable changes 
in prices without any reference to labour. And fur- 
ther, where all the land is appropriated, the payment 
of rent is another condition of tne supply of most of 
the. commodities of home grovirth and manufacture. 

It is unquestionably true, and it is a truth which in- 
volves very important consequences, that the cost of 
the main vegetable food of civilized and improved 
countries, which requires in its production a conside- 
rable quantity of labour and capital, is resolvable al- 
most entirely into wages and profits, as will be more 
fully explained in the next chapter. But though it 
follows that the price of corn is thus nearly indepen- 
dent of rent, yet as this price, so determined, does ac- 
tually pay rent on the great mass of the lands of the 
country, it is evident that the payment of rent, or, 
what comes to the same thing, of such a price as will 
pay rent, is a necessary condition of the supply of the 
great mass of commodities. 

Adam Smith himself states, that rent ^^ enters into 
the composition of the price of commodities in a dif- 
ferent way from wages and profit." " High or low 
wages or profit (he says) are tlie causes of high or low 
price ; high or low rent is the effect of it. It is be- 
cause high or low wages and profit must be paid, in 
order to bring a particular commodity to market, that 
its price is high or low. But it is because its price is 
high or low, a great deal more, or very little more, or 
no more, than what is sufficient to pay those wages 
and profits, that it affords a high rent, or a low rent^ 
or no rent at all*''^ In this passage Adam Smith 

• Weallb of NaUoDi, Book I. c. zi. p. 2<6. 6th Edit 
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distinctly allows that rent is a consequence, not a 
cause of price ; but he evidently does not consider 
this admission as invalidating his general doctrine re- 
specting the coniponent parts of price. Nor in reality 
is it invalidated by this admission. It is still true that 
the cost of the great mass of commodities is resolvable 
into wages, profits, and rent. Some of them may cost 
a considerable quantity of rent, and a small quantity 
of labour and capital ; others a great quantity of la- 
bour and capital, and a small quantity of rent ; and a 
very few may be nearly resolvable into wages and 
profits, or even wages alone. But, as it is known 
that the latter class is confined to a very small propor* 
tion of a country's products, it follows that the pay- 
ment of rent is an absolutely necessary condition of 
the supply of the great mass of commodities, and may 
properly be considered as a component part of price. 
Allowing then that the price of the main vegetable 
food of an improving country is determined by the 
quantity of labour and capital employed to produce it 
under the most unfavourable circumstances, yet if we 
allow, at the same time, that an equal value of pro- 
duce is raised on rich land with little labour and capi- 
tal, we can hardly maintain, with any propriety of 
language, the general proposition that the quantity of 
labour realized in different commodities regulates 
their exchangeable value.* On account of the varie- 
ties of soil alone, constant exchanges are taking place, 
which directly contradict the terms in which die pro- 
position is expressed ; and in whatever way rent may 
be regulated, it is obviously necessary to retain it as an 
ingredient in the costs of production in reference to 
the great mass of commodities ; nor will the proprie- 
ty of thus retaining it be afiected b^ the circum- 
stance, that the rent paid on commodities of the same 
description is variable, and in some few cases little or 
■J«ne. 

• Rictrdo*! Pollt Eeoo. e. i. p. 5, 
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Under tbe fkU adfliiflsion, therefore, just made, tkat 
the price of the main vegetable food of an impro?iag 
agricultural country is, in reference to the whole qoan- 
titj produced, a necessary price, and coincides with 
what is required to repay the labour and c^ilad 
which is em(doyed under the most unfavourable ctr- 
cnmstances, and pays little or no rent, we still do not 
seem justified in altering the old language respecting 
the component parts of price, or what I should be 
more disposed to call the necessary conditions of sop* 

ply- 

But there are some parts of the land and of its pro^ 
ducts which hare mu<» more the character of a mono- 
poly than the main food of an improving country ; and 
It is universally acknowledged that the exchangeable 
value of commodities whicn are sul^ted eilher to 
strict or partial monopolies cannot be determined by 
the labour employed upon them. The exchangeable 
value of that vast mass of property in this country 
which consists of the houses m all its towns, is greatly 
affected by the strict monopoly of ground rents ; and 
the necessity of paying mex rents must affect the 
prices of almost all the goods fabricated in towns. 
And though with reeard to the mam food of the peo- 
pte it is true that, if rents were given up, an equal 
quantity of com ccmld not be produced at a less price; 
yet the same cannot be said of the cattle of the coun<- 
try. Of no portion of this species of food is the price 
resolvable into labour and capital alone- 
All cattle pay rent, and in proportion to their value 
not very far from an equal rent. In this respect they 
are essentially different from com. By means of la- 
bour and dressing, a good crop of com may be ob- 
tained from a poor soil, and the rent paid may be 
quite trifling compared with the value of the crop ; 
but in uncultivated land the rent must be proportion- 
ed to the value of the crop, and, whether great or 
small per acre, must be a main ingredient in Uie price 
of the commodity produced* It may require more 
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tbao[k an hundred acies in die highlands of SooChnd to 
rear die same weight of mnttm as might have been 
reared on five acres of good pasture ; and something 
no doubt must be allowed for the greater laboor of 9^ 
tendance and die greater risk on a poor soil and in an 
exposed situation ; but independently of this deduc- 
tion, which would probabl^ be inconsiderable, the 
rent paid for the same quandty of * mutton would be 
nearly the same. If this rent were gieady diminish- 
ed, f^iere cannot be a doubt that the same quantity of 
cattle might be produced in die market at much low- 
er prices without any diminuUon of the profits or 
wages of an^ of the persons concerned ; and conse- 
quendy it is impossible to estimate the value of cattle 
by the quantity of labour and capital, and still less 
by the mere quantity of IdxMir Mdiich has been ex- 
pended upon them. 

It may possiUy be said that although rent is un- 
questionably paid on all and every part of the catde 
{Nxxluced in this country ; yet that the rent of uncul- 
tivated land is determined by the price of catde ; that 
the price of cattle is deternnned by the cost of pro- 
duction on such good natural pastures or improved 
land as would yield a considerable roit if employed 
in raising corn, because the poor uncultivated lands 
of a populous country are never sufficient to produce 
all the animal food required ; that the rents of the 
difierent qualities of land which must thus be devot- 
ed to the rearing of cattle depend upon the price of 
the main food of the country ; and that the price of 
the main food of the country depends upon the labour 
and capital necessary to produce it on the worst land 
actually so employed. This is to be sure rather a 
circuitous method of proving the intimate connection 
between catde and labour, and certainly will not jus- 
tify us in saying that the relative value of sheep and 
shirts is proportioned to the comparative quantity of 
labour expended upon each. 
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If we were determined to use only one teim, it 
woold certainlj be more correct to refer to capital 
rather than to labour ; because the advances wnich 
are called capital generally include the other two. 
The natural or necessary prices of commodities de^ 
pend upon the amount of capital which has been em- 
ployed upon them, together with the profits of such 
capital at the ordinary rate daring the time that it has 
been employed. But as the amount of capital ad- 
vanced consists of the amount of wages paid from 
the first to the last, together with the amount of rent 
paid either directly to the landlord or in the price of 
raw materials, the use of the three terms seems to be 
decidedly preferable, both as more correct, (rent be- 
ing, in many cases, not an advaace of capi^,) and 
also as conveying more of the information tbat is 
wanted. 

But if rent enters into the raw materials of almost 
all manufactures, and of almost all capital, both fixed 
and circulating, tlie advance necessanr to pay it will 
greatly afiect the amount of capital employed, and 
combined with the almost infinite variety that must 
take place in the duration of these advances, will most 
ess^itially afiect that part of price which resolves 
itself into profits. 

Supposing, what is pobably not true, that there is 
land m an improved and populous country which pays 
no rent whatever directly ; yet rent will be paid even 
by the cultivator of such land, in the timber which he 
uses for his plou^s, carts^ and buildings, in the leath- 
er which be requires for harness, in the meat 
wliich he consumes in his own family, and in the 
horses which he purchases for tillage. These ad- 
vances, as far as rent alone is concerned, would at 
once prevent the price of the produce from being pro- 
portioned to the quantity of labour employed upon it ; 
and when we add the profits of diese advances ac- 
cording to their amount and the periods of their re- 
turn, we must acknowledge that even in the produc- 
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tioD of corn, where no dir|9ct rent is pudt its prica 
must be affected by the rent involven in the nxed 
and circulating capital employed in cultivation. 

Under all the variations, therefore, which arise 
from the different proportions of fixed capital employ- 
ed, the different quickness of the returns of the circu- 
lating capital, the quantity of foreign commodities 
used in manufactures, the acknowledged effects of 
taxation, and the almost uniirersal prevalence of rent 
in the actual state of all improved countries, we must 
I think allow that, however curious and desirable it 
may be to know Uie exact quantity of labour which 
has been employed in the production of each particu- 
lar commodity, it is certainlv not this labour which 
determines their relative values in exchange, at the 
same time and at the same place. 

But if, at the same place and at the same time, the 
relative values of commodities are not determined by 
the labour which they have cost in production, it is 
clear that this measure cannot determme their relative 
values at different places and at different times. If, 
in London and at the present moment, other causes 
besides labour concur in regulating the average prices 
of the articles bought and sold, it is quite obvious, 
that because a commodity in India now, or in En- 
gland 500 years ago, cost in its production double the 
quantity of labour which it does in London at pre- 
sent, we could not infer that it was doubly valuable 
in exchange ; nor, if we found from a comparison of 
money prices, that its value in exchange were double 
compared with the mass of commodities, could we 
with any degree of safety infer tliat it had cost, in its 
production, just double the quantity of labour. 

If, for instance, it were to appear that a yard of 
fine broad cloth in the time of Edward the Third cost 
in its fabrication twenty days' common labour, and in 
modern tunes only ten, it would follow of course that 
by improvements of different kinds, the facility of 
fabricating broad cloth had been doubled; but to 
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what extent this circmnstaiice woald ba^e afieded 
its reladve value in exchange, it woutd not be possi- 
ble to detennine without an appeal to facts. The 
alteration in its exchangeable value generally, or in 
reference to the mass of commodities, would of coarse 
depend upon the proportionate facility or difficulty 
with which other commodities were fabricated, and 
in reference to particular articles, the labour of fabri- 
eating which md remained the same, or was accu- 
rately known, it would still depend upon adl those cir- 
cumstances which have alreaay been stated, as pre- 
venting the labour which a commodity has cost in its 
production, from being a correct measure of relative 
value, even at the same place and at the same time. 

In order to shew that the quantity of labour which 
a commodity has cost is a better measure of value 
than the quantity which it will command, Mr. I^icar- 
do makes the supposition, that a given quantity of 
com might require only tedf the quantity of labour 
in its production at one time which it might require 
at another and subsequent period, and yet that the 
labourer might be paid in botn periods vfnth the same 
quantity of com ;^ in which case, he says, we should 
have an instance of a commodity which had risen U> 
double its former exchangeable value, according to 
what he conceives to be the just definition of vdue^ 
although it would command no more labour in ex- 
change than before. 

This supposition, it must be allowed, is a most im- 
probable one. But, supposing such an event to take 
place, it would strikingly exemplify the incorrectness 
of his definition, and shew at once the marked dis- 
tinction which must always exist between cost and 
value. We have here a clear case of increased cost 
in the quantity of labour to a double amount ; yet it 
is a part of the supposition that the commodity, which 
has been thus greatly increased in the cost of its pro- 

• Prineiplet of PoHtical EeoDomjr, chap. i. p. 9. 2d edit 
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daction, will not purchase more of that article, which 
is, bfeyond comparison, the most extensive and the 
most important of all the objects which are offered in 
exchange, namely, labour. This instance shews at 
once that the quantity of labour which a conunodity 
has cost in its production, is not a measure of its 
value in exchange. 

It will be most readily allowed that the labour em- 
ployed in the production of a commodity, including 
the labour employed in the production of the neces- 
sary capital, is the principai ingredient among the 
component parts of price, and, other things being 
equalj will determine the relative value of all the 
commodities in the same country 9 or, more correctly 
speaking, in the same place. But, in looking back 
to any past period, we should ascertain the relative 
values of commodities at once, and with much more 
accuracy, by collecting their prices in the money of 
the time. For this purpose, therefore, an inquiry 
into the quantity of labour which each commodity 
had cost, would be of no use. And if we werie to 
infer that, because a particular commodity 300 years 
ago had cost ten days^ labour and now costs twenty, 
its exchangeable value had doubled, we should cer- 
tainly run the risk of drawing a conclusion most ex- 
tremely wide of the truth. 

It appears then, that the quantity of labour which 
a commodity has cost in its production, is neither a 
correct measure of relative value at the same time 
and at the same place, nor a measure of real value in 
exchange, as before defined, in different countries and 
at different periods. 
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SECTION V. 

Of Momy^ when tmiform m t^^ costy considered as a Measure 
of Value. 

Upon the princij^le, that the labour which a commo- 
dity has cost in its production, is at once a measure 
of real and relative value, it has been thought, that if 
there were any article to be found which would at 
all times cost the same Quantity of labour in its pro- 
duction, it might be usea as an accurate and standard 
measure of value.* It is acknowledged that the pre- 
cious metals do not possess this quality. The world 
has been at different periods suoplied from mines of 
different degrees of fertility. Tnis difference of fer- 
tility necessarily implies that different quantities of 
labour are at different times required in the production 
of the same quantity of metal ; and the different de- 
grees of skill applied at different periods in the work- 
mg of mines, must be an additional source of variable- 
ness in the quantity of labour which a given weight 
of coin has cost to bring it to market. 

It may be curious however to consider how far the 
precious metals would be an accurate measure of the 
quantities of labour employed upon each commodity, 
even if these sources of variableness were removed, 
and if it were really true that given quantities of 
the metals always required in their production the 
same quantity of labour. 

'^ It is an acknowledged truth that the precious me- 
tals, as they are at present procured and distributed, 
are an accurate measure of exchangeable value, at 
the same time and in the same place ; and it is cer- 
tain that the supposition here made would not des- 
troy, or in any respect impair, this quality which they 
now possess. But it was shewn in the last section 

• Rieardo on tlie Piriiiciplei of P<^tic«l Eoonooiy and Taxation, eh. i. p. 24. 2d 
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vthat the exchangeable value of conmiodtties is scarce- 
ly ever proportioned to the quantity of labour employ- 
^ed upon them. It follows therefore necessarily tKat 
} the money prices of commodities could not, even on 
^ the supposition here made, represent the quantity of 
jajiour employed upon them. 

There is indeed no supposition which we can make 
respecting the mode of procuring the precious metab^ 
which can ever render the prices of commodities a cor- 
rect measure of the quantity of labour which they have 
severally cost. These prices will always be found to 
differ at least as much from the quantity of labour 
employed upon each commodity, as the Quantity of 
labour does from their exchangeable vsuues. To 
shew this, let us suppose ; first, that the precious me- 
tals require (ot their production at the mines which 
yield no rent, a certain quantity of fixed and circula- 
ting capital emfdoyed for a certain time. In this case, 
it follows from the reasonings of the preceding section 
and even from the admissions of Mr. Ricardo, that 
none of the commodities which would exchange for 
a given quantity of silver, would contain the same 
quantity of labour as that silver, except those which 
had been produced, not only by the same quantity of 
labour, but by the same quantities of the two kinds of 
capital eniplo3red for the same time and in the same 
proportions : and, in the case of a rise in the price of 
labour, all commodities which still contained the same 
quantity of labour, would alter in price, except those 
very few which were circumstanced exactly in the 
same manner, with regard to the capitals by which 
they were produced, as the precious metals. 

Let us suppose, secondly, that the production of the 
precious metals required no fixed capital, but merely 
advances in the payment of manual labour for a vear. 
This case is so very unusu^d, that I should almost 
doubt whether any commodities could be found which 
would at once be of the same exchangeable value, 
and contain the same quantity of labour as a given 
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portion of the precious metals ; and of bourse i^n a 
rise in the price of labour, almost all commodities 
would rise or fall in price. 

Let us suppose, thirdly, that labour alone, witlunK 
any advances above the uxmI of a day, were sufficient 
to obtain the precious metals, that is, that half an 
ounce of silver and rr of an ounce of gold could al- 
ways, on an average, be found by a day's search or 
the sea-shore. In this case, it is obvious that every 
commodity, which had required in its production any 
sort or quantity of capital beyond the advance of ne- 
cessaries for a day, would differ in price from any por- 
tion of gold or silver which had cost the same quanti- 
ty of labour. With regard to the effects of a rise in 
the price of labour, they cannot be the subject of our 
consideration, as it is evident that no rise m the price 
of labour could take place on the present supposition. 
A day's labour must always remam of the same mo- 
ney price, and corn could only rise as far as the dimi- 
nution in the necessaries of the labourer would allow. 
Still, however, though the money price of the labour- 
er could not rise, the rate of pronts might fall ; and 
on a fall in the rate of profits, every commodity would 
fall compared with money. 

On either of the above suppositions, the operation 
of the causes mentioned in the last section would so 
modify the prices of commodities, that we should be 
as little able as we are at present, to infer from these 
relative prices, the relative proportions of Is^bour em* 
ployed upon each commodity. 

But independently of the causes here adverted to, 
the precious metals have other sources of variation 
peculiar to them. On account of their durability, 
they conform themselves slowly, and with difficultyi 
to the varieties in the qualities of other commodities, 
and the varying facilities which attend their produc- 
tion. 

The market prices of gold and silver depend upon 
the quantity of them in the market compared with 
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the demand ; and this quantir;^ has been in part pro- 
daced hy the accumulation of hundreds of yeirs, and 
is but slbid^ affected by the annual supply from the 
mmes. 

It is justly rtated by Mr. Ricardo* that the agree- 
ment of the matket and natural prices of all commo- 
dities, depends at all times upon, the facility with 
which the supply can be increased or dhninished, and 
he particularly notices gold, or the precious metals, as 
among the commodities where this effect cannot be 
speedny produced. Consequently if by great and 
)sudden improvements in machinery, botn m mand- 
factures and agriculture, the facility of production 
were generally increased, and the wants of the popu- 
lation were supplied with much less labour, the value 
of the precious metals compared with commodities 
ought greatly to rise ; but, as they could not in a short 
time be adequately diminished in quantity, the prices 
of commodities would cease to represent the quantity 
of labour employed upon thetn. 

Another source of variation peculiar to the precious 
metals, would be the use that is made of them in 
foreign commerce ; and unless this use were given 
up, and the exportation and importation of them were 
prohibited, it would unquestionably answer to s6me 
countries possessing peculiar advantages in their ex- 
portable commodities, to buy their gold and silver 
abroad rather than procure them at home. At this pre- 
sent moment, I believe it is unquestionably true that 
England purchases the pecious metals with less la- 
bour than is applied to obtain them directly from the 
mmes off Mtoico. But if they could be imported by 
som^ countries from abroad with less labour than they 
cotild be obtained at home, it would answer to other 
countries to export them in exchange for commodities, 
which they either could not produce on their own 
^oil, or could obtain cheaper elsewhere. And thus,. 

* Pribci^ of Pblitical DboocNby atici TaTHtion« ch. xiii. pa t5». 
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in reference to the relative value of commodities botk 
in different countries at the same period, and in the 
same country at different periods, it is obvious that 
the prices in money might be subject to considerabb 
variations, without being accompanied by any propor'* 
tionate variations in the quantities of labour ^waicb 
they had cost. 

The objections hitherto considered in this and the 
preceding sections, are some of those which present 
themselves upon the supposition that each nation pos* 
sessed mines, or even/^ould procure at home the pre- 
cious metals at all times with the same quantity ot la- 
bour without capital ; but these, it must be allowed, 
are extravagant hypotheses. If however we were 
to assume the more natural one, of the mines, where 
ever they are, and in all ages, costing always the 
same quantity of labour and capital in the working, 
we should see immediately from the present distribu- 
tion of the precious metals, how little comparatively 
they could be depended upon as measuring, in difier- 
ent countries and at different times, the quantities of 
labour which commodities have cost 

If indeed the fertility of the mines were always 
the same, we should certainly get rid of that source 
of variation which arises from the existing contrary 
quality, and of the effects of such a discovery as that 
of the American mines. But other great and obvious 
sources of variation would remain. The uniform 
fertility, of the mines would not essentially aher the 
proportions in which the precious metals would be dis* 
tributed to different countries ; and the great differ^ 
ences, which are now known to take place in their 
value in different places, when compared with com 
and labour, would probably continue nearly the 
same. 

According to all the accounts we have received 
of prices in Bengal, a given quantity of silver will 
l3)ere represent or command six or eight times more 
labour and provisions than in England. In aU parts 
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of the world articles of equal money prices excban^^ 
for each other. It will consequently happ^ii that, in 
die commerce carried on b^ween the two coun-* 
tries, the product of a day's English labour must ex- 
change for the product of five or six days of Indian 
labour, after making a sufficient allowance for the dif- 
ference of profits. 

Perhaps it will be said that the high comparative 
▼alue of silver in India arises mainly from the effects 
of the discovery of the American mines not having 
yet been adequately communicated to this part of the 
world : but it must be recollected that the discovery 
is now of long standing ; and that the difference in 
the relative vsuue of gold and silver, compared with 
their values in Europe, which most clearly indicated 
an incomplete communication, is now at an end. I 
am disposed to think therefore, that the high value 
of silver in India arises mainly from other causes. 
But at all events the difference is now so enormous 
as to allow of a great abatement, and yet to leave it 
very considerable. 

It is not however necessary to go to India in order 
to find similar differences in the value of the precious 
metals, though not perhaps so great. Russia,Toland, 
Germany, I^nce, Flanders, and indeed almost all 
the countries in Europe, present instances of great 
variations in the quantity of labour and provisions 
which can be purchased by a given quantity of silver* 
Yet the relative values of the precious metals in these 
•ountries must be very nearly the same as they would 
be, if the American mines had been at all times of a 
uniform fertility : and consequently, by their present 
relative values, we may judge how little dependence 
could be placed on a coincidence in different coun- 
tries between the money prices of commodities and 
the quantities of labour which they had cost, even on 
the supposition that money was always obtained from 
the mines in America by the same quantity of labour 
and capital. 
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But if we ace oot fully satisfied with tUs kind of 
ceference to experience, it is obvious that the saoac^ 
conclusion follows inevitsdily fvom theory. In thos^ 
countries where the precicAis metals are aaceasarily 
purchased, no jplauubte reason can be assipied why 
the quantity of them should be in proportioa to the 
difficulty ot producing the articles with which thsj 
are purchased. 

When the English and Iiidian muslins appear u 
the German markets, their relative prices will be d^ 
termined solely by their relative auwties, without the 
slightest reference to the very aifierent quantities of 
human labour which they ma^ have cost ; and the 
circumstance that in the fabrication of the tndiaii 
muslins five or six times more labour has been em- 
ployed than in the English, vrill not enable tb^m U> 
command greater returns of money to India. 

In the ports of Europe no merchaots are to b^ 
found who would b^ disposed to give more money 
for Swedish wheat, thaii Russian^ PoUsh or Ame« 
rican, of the same quality, merely because more la- 
bour had been employed in the cultivatioo of it, on 
account of its bemg grown on a more barren soil. 
If India and Sweden therefore had no other means 
of buying silver in Europe than by the export of 
muslins and com, it would be absolutely impossible 
for them to circulate their commodities at a money 
price, compared with other countries, proportioned to 
the relative difficulty with which they were produced, 
or the quantity of labour which had been employed 
upon them. It is indeed universally allowea, thai 
the power of purchasing foreign commodities of all 
kinds depends upon the relative cheapness, not the re« 
lative dearness, of the articles that can be exported ; 
and therefore, although the actual currency of an 
individual country, other circumstamces being nearly 
equal, may be distributed among the diderent com- 
modities bought and sold, accoraing to the quantity 
of labour which they have severally cost, the suppon 



sit)o»tkikt die same soft of distributioa weiU take 
plMe in diffwreat countriies, involves a eoDtiadictkio 
^ the first pf inciplea of commefcittl intercouise.* 

It appears then that so sort of regularity ia die. 
pvodttctioa of the precioua metak, not even il dl 
countries possessed mines of their own, and still leas 
tf the great majority were obliged toourchase 4iei9 
money from others, can possibly reaoer the monejr 
prices of commodities a correct nsasuie of the oiiaQr- 
tity of labour which has been employed upon them, 
either in the same or different countries, or at the 
same or different periods. 

How far the precious metals io circumstanced, 
may be a ^ood measure of the exchangeable value 
of commodities, though not of the labour which has 
been employed upon them, is quite another question. 
It has been repeatedly stated that the precious metals, 
in whatever way they may be obtained, are a correct 
measure of exchangeable vakie at the same time and 
place. And certainly the less subject to variation are 
the modes of procurmg them, the more tb^ wttl ap- 
proach to a measure c? exchangeable vahie at difle** 
rent tinker and In different pbces. 

If, indeed, they were procm^ according to one 
of the suppositions made m this section, that b, tf 
each nation could at aH times obtain them by the 
same quantity of labour without any advances ol 
capital, then with the excration of the temporary dis- 
turbances oceasioned by foreign commerce and the 
sadden invention of machinery, the exchangeable 
value ID money in reference to the labour which it 
would command, would be the same in all countries 
and at all times; and the specific reason why the 
precious metals would in this case approach near to a 
correct measure of real value in exchange is, that it is 
Ae only suf^Kmtion in which thek cost m labour can 

^Mr. mmr4o TnyjoftlyttAlMtkatj efca otte wppoMliM tibiiliW hm 
fliade rP9pectin( the preciout metalt, the forrigii iQierchaqge of comviQditlei 11 IIP( 
^ItroBneA hf the ^oanliiy ollihour irhich thef hw« rritiivd^ ceit 
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ever be the same as their exchangeable value in la- 
bour. In the case supposed, money would certainly 
be of a uniform value. It would at all times both 
cost the same quantity of labour and command the 
same quantity ; but we have seen that, in reference to 
those commodities where any sort of capital was 
used, their values, compared either with the precious 
metals, or each other, could never be proportioned to 
the labour which they had cost. 



SECTION VI. 

Of the Labour which a Commoditjf will command^ cotmdered 
as a Mtastitt ofrtal Valut in Exchange, 

When we consider labour as a measure of value in 
the sense in which it is most frequently applied by 
Adam Smith, that is, when the value of an object is 
estimated by the quantity of labour of a giv^i de- 
scription (common day-labour, for instance) which it 
can command, it will appear to be uncjuestionably the 
best of any one commoditv» and to unite, more nearly 
than any other, the qualities of a real and nominal 
measure of exchangeable value. 

In the first place, in looking for any one object as 
a measure of exchangeable value, our attention would 
naturally be directed to that which was most extai- 
sively the subject of exchange. Now of all objects 
it cannot be disputed, that by far the greatest mass of 
i^Iue is given in exchange for labour either produc- 
tive or unproductive. 

Secondly, the value of commodities, in exchange 
for labour, can alone express the degree in which 
they are suited to the wants and tastes of society, and 
the degree of abundance in which they are supplied, 
compared with the desires and numbers of those who 
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are to consume them. By improvements in machi- 
nery, cloth, silks, cottons, hats, shoes, money, and 
even corn, for some years might all be very greatly 
increased in quantity 'at the same time. Yet while 
this remarkable alteration had taken place in these 
commodities, the value of any one oi them in ex- 
change for any other, or even compared with the 
mass of the others collectively, might remain exactly 
the same. It is obvious therefore that, in order to 
express the important effects arising from facility of 
production, we must take into our consideration either 
the quantity of labour which commodities have cost, 
or the quantities of labour which they will command. 
But it was shewn in the last two sections, that the 
quantity of labour, which commodities have cost^ 
never approaches to a correct measure of exchange- 
able value, even at the same time and place. Conse- 
quently, our attention is naturally directed to the la- 
bour which commodities will command. 

Thirdly, the accumulation of capital, and its effi- 
ciency in the increase of wealth and population, de- 
pends almost entirely upon its power of setting labour 
to work ; or, in other words, upon its power of com- 
manding labour. No plenty of commodities can oc- 
casion a real and permanent mcrease of capital, if they 
are of such a nature, or have fallen so much in value, 
that they will not command more labour than they 
have cost When this happens from permanent cau- 
ses, a final stop is put to accumulation ; when it hap* 
pens for a time only, a temporary stop to accumula- 
tioB takes place, and population is in both cases af- 
fected accordingly. As it appears then that the great 
stimulus to production depends mainly upon the 
power of commodities to command labour, and es- 
pecially to command a greater quantity of labour than 
they have cost, we are naturally led to consider this 
power of commanding labour as of the utmost im- 
portance in an estimate of the exchangeable value of 
commodities. 
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Th0Be are 9M16 of th^ g^eral considenctioiis 
which, in a search for a measare of vahie, rraaU di* 
rect oor first atleation to the labour which commodi- 
ties will command ; and a more particular considem* 
tioti of the qualities of this measure wifl convince as 
that no one other object is equally adapted to the 
pvurpose* 

It is universally allowed that, in the same plaoe, 
and widiin moderately short periods of time, the pre* 
oioQs meials are sn unexceptionable measure of vafiie ; 
hut whatever is true of the predous met^ with re« 
spdct to nominal ptices, is tme of labour appfied in 
tne way proposed. 

It is obvious, for instance, that, in the same phice 
and at the same time, the different quantities of day- 
hboiir t^eh d^Rferent commodities can command^ 
will be exactly in proportion to dieir relative values 
in etdiange ; and, if any two of them will purchase 
the same quantity of labour of the same description,, 
they will invariably exchange for each odier. 

The merchant might safely regulate his dealings, 
and estimate bis commercial profits by the excess of 
Ae quantity of bibour which his imports wouM com^ 
mand, compared with his exports. Whether the va- 
lue of a commodity had arisen from a strict or partial 
monopsfy ; whedierit was occasioned principally by 
die scaroity of die raw material, the peculiar sort of 
labour required in its construction, or irousually high 
profits ; whether its value had been increased by an 
mcreased cost of production, or diminished by the ap* 
pfication of madiinery ; whether its value at the mo* 
ment depended chiefly upon permanent, or upon tem^ 
perary causes ;— hi all cases, and under all circum*' 
stances, tlie quantity of labour which it will command^ 
or, what comes to die same thing, the quantity of la- 
how or labour's worth, which peo{de will give to ob- 
tain it, vrill be a very exact measure of its exchangea^ 
Me value. In short, this measure will, in the same 
place, and at the same time, exacdy accord with the 
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nominal prices of commodities, with this mat ad- 
vantage in its favour, that it will serve to explain very 
accurately and usefully all variations of value, with- 
out reference to a circulating medium. 

It mav be said, perhaps, that in the same place, 
and at the same time exactly, almost every commodi* 
ty may be considered as an accurate measure of the 
relative value of others, and that what has just been 
said of labour may be said of cloth, cotton, iron, or 
any other article. Any two commodities which at 
the same time and in Uie same place would purchase 
or command the same quantity of cloth, cotton or 
iron, of a given quality, would have the same relative 
value, or would exchange for each other. This is no 
doubt true, if we take the same time precisely ; but 
iK)t, if a moderate latitude be allowed, such as may be 
allowed in the case of labour or of the precious metals. 
Cloth, cotton, iron and similar commodities, are mucli 
more exposed to sudden changes of value, both from 
the variations of demand, and the influence of ma- 
chinery and other causes, than labour. Day-labour, 
taking the averaee of summer and winter, is the most 
steady of all exchangeable articles ; and the merchant 
who, in a foreign venture, the returns of which were 
slow, was sure of gaining fifteen per cent estimated 
in labour, would be much more secure of finally gain* 
ine fifteen per cejit. of real profits, than he, who could 
only be sure of gaining fifteen per cent estimated in 
cloth, cotton, iron, or even money. 

While labour thus constitutes an accurate measure 
of value in the same place, and within short periods of 
time, it approaches tne nearest of any one commodity 
to such a measure, when applied to different places 
and distant periods of time. 

Adam Smith has considered labour in the sense 
here understood as so good a measure of corn, or, 
what comes to the same thing, he has considered com 
as so good a measure of labour, that in his Digression 
on the value of silver during the ftmr last centuries, 
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he has actually aabstituted cora for laibonrt a&d drawm 
the same conclusions from bis inquiry, as if the one 
were always an accurate measure of the ofhef . 

In doing this I think he has fallen into an impor- 
tant error, and drawn inferences inconsistent with his 
own general principles. At the same time, we must 
ailow that, from century ta century, and in diff^reot 
and distant countries where the precious metals great- 
ly vary in value, corn, as beii^ the principal necessa- 
ry of Kfe, may fairly be considered as the heat mea*- 
sure of the real exchangeaUe value of labour ; smd 
consequently the power of a commodity to command 
hbour will, at distant times and in differeoft countries, 
be tho best criterion of its power of commanding the 
first necessary of life-— corn. 

With r^sard to the other necessaries and coBveu- 
ences of life, they most in general be allowed to de- 
pend still more upon labour than corn, because in 
geneiral more labour is employed upon them after they 
come from the soil. And as, aU other things heme 
equaly the quantity of labour which a commodity wul 
command will be in proportion to the quantity whicfa 
it has cost ; we may fairly nresume that the inftienoe 
of the different quantities oi labour which a oonmiadi- 
ty maj^ have cost in its production, will be sufficient} j 
taken into consideration in this estimate of value, to- 
gether with the further consideration of all those dr- 
cuB2stances, besides the labovr actually employed on 
them in which they are not equal. The great pre* 
eminence of that measure of value, which consists 
in the quantity of labour which a commodity will 
command, over that which consists in the quantity of 
labour which has been actually emfiloyed about it^ 
is, that while the latter involves merely one cause of 
esch^aeeable value, though in general the most con- 
siderabte one ; the former, in addition to thb cause, 
involves all the different circumstances which influr 
encethe rates at which, commodities ane actuaily ex- 
change for each, other* 
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It is evident that no commodity can 5e a sood 
sieasure of real value in exchange m diflerent places 
and at distant periods, which is not at the sanoe tinie 
a good measure of nominal value in these places and 
at these distant periods ; and in this respect it must he 
allowed, that the quantity of common labour Aat an 
article will command, which necessarily takes into 
account every cause that influences exchangeable 
value, is an unexceptionable measure. 

It should be furtner remarked, that although in dif- 
ferent countries and at distant periods, the same 
. auantity of labour will command ven^ diflerent quan- 
tities of com — the first necessary of Kfe ; yet in the 
Erogress of improvement and civilization it generally 
appens, that when labour commands the smallest 
quantity of food, it commands the greatest quantity of 
other commodities, and when it commands the great- 
est quantity of food it commands the smallest quanti- 
ty of other necessaries and conveniences; so that 
when, in two countries, or in two periods differently 
advanced in improvement, two objects command the 
same quantity of labour, they will often command 
nearly the same quantity of the necessaries and con- 
veniences of life, although they may command difle- 
rent quantities of corn. 

It must be allowed then that, of any one commcdi* 
ty, the quantity of common day-labour which any 
article will command, appears to approach the nearest 
to a measure of real value in exchange. 

But still, labour, like all other commodities, varies 
from its plenty or scarcity compared with the de- 
mand for It, and, at different times and in different 
countries, commands very different quantities of the 
first necessary of life ; and further, from the different 
degrees of skill and of assistance from madtnery 
with which labour is applied, the products of labour 
are not in proportion to the quantity exerted. Con- 
sequently, labour, in any sense in which the term can 
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be applied, cannot be considered as an accurate rbA 
standard measure of real value in exchaage. And if 
the labour which a commodity will command cannot 
be considered in this light, there is certainly no ocli^ 
quarter in which we can seek for such a measure 
with any prospect of success. 



SECTION VII. 

Of a Mean between Com and Labour considered a$ a Me^ 
sure of Real Value in Exchange. 

No one commodity then, it appears, can justly he 
considered as a standard measure of real value in ex- 
change; and such an estimate of the comparative 
prices of all commodities as would determme the 
command of any one in particular over the necessa- 
ries, conveniences, and amusements of life, including 
labour, would not only be too difficult and laborious 
for use, but generally quite impracticable. Two ob- 
jects, however, might, in some cases, be a better 
measure of real value in exchange than one alone, 
and yet be sufficiently manageable for practical ap- 
plication. 

A certain quantity of com of a given quality, on 
account of its capacity of supporting a certain num- 
ber of human beings, has always a definite and inva- 
riable value in use ; but both its real and nominal 
value in exchange is subject to considerable varia- 
tions, not only from year to year, but from century to 
century. It is found by experience that population 
and tsultivation, notwithstanding their mutual depen- 
dence on each other, do not always proceed with 
equal steps, but are subject to marked alternations in 
the velocity of their movements. Exclusive of annual 
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variations, ic appears that com sometimes remains 
dear, compared with labour and other commodities, 
for many years together, and at other times remains 
cheap, compared with the same objects, for similar 
periods* At these different periods, a bushel of com 
will command very different quantities of labour and 
other commodities. In the rei^ of Henry VIL, at 
the end of the 15th and beginning of the 16th cen- 
turites, it appears, from the statute price of labour and 
the average price of wheat, that half a bushel of this 
grain would purchase but little more than a day's 
common labour ; and, of course, but a small quantity 
of those commodities in the production of which 
much labour is necessary. A century afterwards, in 
the latter part of the reign of Elizabeth, half a bushel 
of wheat would purchase three days' common labour, 
and, of course, a considerable quantity comparatively 
of those commodities on which labour is employed. 
Consequently, from century to century as well as 
from year to year, a given quantity of com appears' 
to measure very imperfectly the quantity of tne ne* 
cessaries, conveniences, and amusements of life, which 
any particular commodity will command in exchange. 
Tne same observation will hold good if we tdae 
day labour, the measure proposed by Adam Smith ; 
and the same period in our history will illustrate the 
variation from century to century of this measure. 
In the reign of Henry VIL a day's labour, according 
to the former statement, would purchase nearly half 
a bushel of wheat, the chief necessary of life, and 
consequendy the chief article in the general estimate 
of real value in exchange. A century afterwards, a 
day's labour would only purchase one-sixth of a 
bushel,-^a most prodigious difference in this JSain 
article. And though it may be presumed that a oay's 
labour in both periods would purchase much more 
nearly the same quantity of those articles where la- 
bour enters as k principal ingredient, than of com, 
yet the variations in its command over the first neces- 
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sar y of life, at different periods, must alone disqualiPf 
it iroiD being an accurate measure of real value in ez* 
diange from century to century. 

ThoUsh neither of these two objects, however, ta* 
ken singly, oan be considered as a satis&ctory mea* 
sure of value, yet by combining the two, we may 
perhaps approach to greater accuracy. 

When corn compared with labour is dear, labour 
compared with com must necessarily be cheap. At 
the period that a ^ven quantity of com will command 
the greatest quantity of the necessaries, conveniences, 
and amusements of life, a given quantity of labour 
will always command the smallest quantity of sudi 
objects ; and at the period when com commands the 
smallest, labour will command the greatest quantity 
of them. 

If, then, we take a mean between the two, we 
shall evidently have a measure corrected by the con* 
temporary variations of each in opposite directions, 
and likely to represent more nearly than either the 
same quantity of the necessaries, conveniences, and 
amusements of life, at the most distant periods, and 
under all the varying circumstances to which the pr^ 
gress of population and cultivation is suli^ect. 

For this purpose, however, it is necessary that we 
should fix upon some measure of com which may be 
considered, m respect of quantity, as an equival^tt 
to a day's labour ; and perhaps in this country, a peck 
of wheat, which is about the average daily eamincs 
of a good labourer in good times, may be sufficiently 
accurate for the olgect proposed. Any coEunodiiy 
therefore which, at different periods, will porchase the 
same number of days' labour and of pecks of wheat, 
or ipfts of them, each taken in eoual proportioas, 
may be considered, upon this principle, as command- 
ing pretty nearly the same quantity of the necessaries, 
conveniences, and amusements of life ; and, conse- 
quently, as preserving pretty nearly its real value in 
exchange at different periods. And any commodity 
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wbick at different periods is found to purchase dif** 
ferenc quantities of corn and labour thus taken, will 
eyidentty have varied compared with a measure sub^ 
ject to but little variation^ and consequently may be 
presunted to have varied proportionably in its real 
valae in exchange. 

In estimating the real value in exchange of coln^ 
modities in different countries, regard should be had 
to the kind of food consumed by the labouring clas- 
ses ; and the general rule should be to compare them 
in each country with a day's labour, and a quantity 
of the prevailing sort of grain, equal to the average 
daily earnings of a good bbourer. Thus, if the mo* 
ney price of a commodity in England would par- 
chase five days' labour and five pecks of corn, and 
the money price of a commodity in Bennl would 
purchase five dajrs' labour, and five times the quanti^ 
ty of rice usually earned in a day by a good labour^ 
er, according to an average of a very considera- 
ble period, these commodities might be considered 
Vk each country as of equal real value in exchange ; 
aad the difference in their money values would ex- 
press pretty nearly the different values of silver in 
. £ngmnd and Bengal. 

The principal defect of the measure herepoposed, 
arises from the effect of capital, machinery and the 
division of hibour in varying, in different countries 
and at different periods, the results of day-labour and 
the prices of manufactured commodities: but these 
varying results no approximation hitherto suggested 
has evet pretended to estimate ; and, in fact, they re^ 
hte rathar to riches than to exchangeable vatuci 
which, though neariy connected, are not always the 
game ; and on this account, in an estimate of Ittlue, 
the ehei^ness arisine from skill and machinery may 
without much error oe neglected. 

Mr. Ricardo asks " why should gold, or com, or 
labour be the standard measure of value, more than 
coals or iron, more than cloth, soap, candles, and the 
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Other necessaries of the labourer? Why, in short, 
should any commodity, or all commodities together, 
be the standard, when such a standard is itself sub- 
ject to fluctuations in value ?"* I trust that the ques* 
tion here put has been satisfactorily answered in the 
course of this inquiry into the nature and measures of 
value. And I will only add here that some one, or 
more, or all commodities together, must of necessity 
be taken to express exchangeable value, because Hmy 
include every thing that can be siven in exchange. 
Yet a measure of exchangeable value thus formed, it 
is acknowledged, is imperfect ; and we should certain- 
ly have been obliged to Mr. Ricardo if he had sub- 
stituted a better. But what measure has he propos- 
ed to ^rfibstitute ? The sacrifice of toil and labour 
made in the production of a commodity ; that is, its 
cast J or, more properly speaking, a portion of its cost, 
from which its value m exchange is practically found, 
under different circumstances, to vary in almost evenr 
degree. Cost and value are always essentially dif- 
ferent A commodity, the cost of which has doubled, 
may be worth in exchan^able value no more than 
before, if other commodities have likewise doubled. 
When the cost of commodities however is estimated 
upon the principles of Adam Smith, their money cost, 
and average money value will generally meet But 
when cost is estimated upon the principles of Mr. Ri- 
cardo, by the quantity of labour applied, the labour 
cost and labour value scarcely ever agree. Wherever 
there are profits, (and the cases are very rare indeed 
in which there are none,) the value of a commodity 
in exchan^ for labour is uniformly greater than tm 
labour which has been employed upon it. 
. We have therefore to choose between an imperfect 
measure of exchangeable value, and one that is neces- 
sarily and fundamentally erroneous. 

• rrwe. of MiL Ecoiu c, ss. ^ 313. 2M e^. 
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If Mr. Ricardo says that by value, when he uses 
it aloire, he does not mean exchangeable value, then 
he has certainly led us into a great error in many 
parts of his work ; and has finally left us without sub- 
stituting any measure of exchangeable value for th^ 
one to which he objects. There never was any dif- 
ficulty in finding a measure of cost, or indeed of value, 
if we define it to be cost. The difficulty is, to find 
a measure of real value in exchange, in contradistinc- 
tion to nominal value or price. There is no question 
as to an accurate standard, which is justly considered 
as unattainable. But, of all the articles given in 
exchange, labour is, beyond comparison, the largest 
and most important ; and next to it stands corn. The 
reason, why corn should be preferred to coals or iron, 
is surely very intelligible* The same reason combin- 
ed with others holds for preferring labour to corn. 
And the reasons given in this section are, I tTost, suf- 
ficient for preferring, in some cases, a mean between 
com and labour to either of them taken separately. 
Where corn is not one of the articles to be measured, 
as in the case of an estimate of the value of the pre-< 
cious metals, or any particular commodity, a mean 
between corn and labour is certainly to be preferred 
to labour alone ; but where com is one of the main 
articles to be measured, as in an estimate of the ex- 
changeable value of the whole produce of a country^ 
the command of such produce over domestic and 
foreign labour is still the best criterion to which we 
can refer. 

14 
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CHAPTER III. 

OP THE RENT OF LAND. 
SECTION I. 
Of the Nature and Causes of Rent. 

1'he rent of land may be defined to be that portion 
of the value of the whole produce which remains to 
the owner of the land, after all the out-goings belong- 
ing to its cultivation^ of whatever kind, have been 
paid, including the profits of the capital employed, es- 
timated according to the usual and ordinary rate of 
the profits of agricultural stock at the time being. 

It sometimes happenis that, from accidental and 
temporary circumstances, the farmer pays more, or 
less, than this ; but this is the point towards which 
the Actual rents paid are constantly gravitating, and 
which is therefore always referred to when the term 
is used in a general sense. 

Rent then being the excess of price above what is 
necessary to pay the wages of the labour and the pro- 
fits of the capital employed in cultivation, the first 
object which presents itself for inquiry, is, the cause 
or causes of this excess of price. 

After very careful and repeated revisions of the 
subject, I do not find myself able to agree entirely in 
the view taken of it, either by Adam Smith, or the 
Economists ; and still less, by some more modem 
writers. 

Almost all these writers appear to me to consider 
rent as too nearly resembling, in its nature, and the 
laws by which it is governed, that excess of price 
above the costs of production, which is the character- 
istic of a coBunon monopoly. 
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Adam Smith, though in some parts of the eleventh 
chapter of his first book he contemplates rent quite 
in Its true light,* and has interspersed through his 
work, more just observations on the subject than any 
other writer, has not explained ihe most essential 
cause of the high price of raw produce with sufficient 
distinctness, though he often touches on it ; and by 
applying occasionally the term monopoly to the rent of 
land, without stopping to mark its more radical pecu- 
liarities, he leaves the reader without a definite im- 
pression of the real difference between the cause of 
the high price of the necessaries of life, and of mono- 
polized commodities. 

Some of the views which the Economists have 
taken of the nature of rent appear to me also to be 
quite just ; but they have mixed them with so much 
error, and have drawn such unwarranted inferences 
from them, that what is true in their doctrines has 
produced little effect. Their great practical conclu- 
sion, namely, the propriety of taxing exclusively the 
neat rents of the landlords, evidently depends upon 
their considering these rents as completely disposeable, 
like that excess of price above the cost of production, 
which distinguishes a common monopoly. 

M. Say, in his valuable Treatise on Political Econo- 
my, in which he has explained with great clearness, 
many points not sufficiently developed by Adam 
Smith, nas not treated the suDJect of rent in a manner 
entirely satisfactory. In speaking of the different 
natural agents which, as well as the land, co-operate 
with the labours of man, he observes : ^^ Heureuse- 
ment personne n'a pu dire, le vent et le soleil m'ap- 
partienneut, et le service qu'ils rendent doit m'^tre 

• I easnot, howevvr, agree with him id thiokiog that all land which yieldi food 
nrait nectnaHly yield reot. The laod which it iuceetfirely taken into culUvatioo io 
iBinovii^ countries, nay enly pay proAU and laboor. A fair profit ou the utock eo^ 
ployed, lodudiDg, of coane, the payment of labour, will always be a siifBcieot in* 
dooemeot to cultivate. But, practically, the cases are reiy rare, where laod is to he 
had by any body who diooset to take it : and probably it is true, almost uniTer- 
sally, that all appropriated bind which yields foodio its natural ttste, always yields 
a rent, whether coltivated or uncultivated. 
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paye.''* And, though he acknowledges that, for ob- 
vious reasons, property in land is necessary, yet lie 
evidently considers rent as almost exclusively owin^ 
to such appropriation, and to external demand. 

In the excellent work of M . de Sismondi, De la 
Richesse Commerciale^ be says, in a note on the sub- 
ject of rent : " Cette partie de la rente fonciere est 
celle que les £conomistes out decoree du nom du 
produit netj conune etant le seul fruit du travail qui 
ajoutat quelque chose i la richesse nationale. Oa 
pourroit, au contraire, soutenir centre eux, que c^est la 
seule partie du produit du travail, dont la valeur soit 
pureraent nominale, et n'ait rien de reelle : c'est ea 
effet le rewltat de Paugmentation de prix qu'obtient 
un vendeur en vertu de son privilege, sans que la chose 
vendue en vaille reellement davantage."t 

The prevailing opinions among the more modern 
writers m our own country have appeared to me to 
incline towards a similar view of the subject; and, 
not to multiply citations, I shall, only add, that in a 
very respectable edition of the Wealth of NatUms^ 
lately published hy Mr. Buchanan, of Edinburgh, the 
idea ot monopoly is pushed still farther. And, while 
former writers, though they considered rent as gO'* 
vemed by the laws of monopoly, were still of opinion 
that this monopoly in the case of land was necessary 
and useful, Mr. Buchanan sometimes speaks of it even 
as prejudicial, and as depriving the consumer of what 
it gives to the landlord. 

In treating of productive and unproductive labour 
in the last volume, he observes, that,j " The neat sur- 
plus by which the Economists estimate the utility of 
agriculture, plainly arises from the high price of its 
produce, which, however advantageous to the landlord 
who receives it, is surely no advantage to the consu- 
mer who pays it. Were the produce of agriculture to 

• Vol. II. p. 124. Of ttiii work a new aod mueU improved edition hai lately 
been published, which ia bigbty worth/ the atteotioo of all thoie who take ao io* 
tereit in these nibjectf . 

f Vol, I. p. 49. \ VoL IV. p. 134. 
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be sold for a lower priee, the same neat surplus would 
not remain, after defraying the expenses of cultivation ; 
but agriculture would be still equally productive to 
the general stock ; and the only difference would be, 
that, as the landlord was formerly enriched by tha 
high price, at the expense of the community, the 
community will now profit by the low price, at the 
expense of the landlord. The high price in which 
tbe rent or neat surplus originates, while it enriches 
the landlord who has the produce of agriculture to 
sell, diminishes, in the same proportion, the wealth of 
those who are its purchasers ) and on this account it 
is quite inaccurate to consider the landlord's rent as a 
oleai addition to the national wealth." 

In other parts of this work he uses the same, or 
eiven stronger language, and in a note on the subject 
of taxes, he speaks of the high price of the produce 
of land as advantageous to those who receive it, but 
propartioniaUy injurious to those who pay it ^^ In 
this view,'^ lie adds, ^^ it can form no general addition 
to the stock of the community, as the neat surplus in 
question is nothing more than a revenue transferred 
Irom one class to another^ and, from the mere circum- 
stance of its thus changing hands, it is clear that no 
fund can arise out of w%ich to pay taxes. The reve- 
nue which pays for the produce of land exists already 
in the hands of those who purchase that produce ; 
and, if the price of subsistence were lower, it would 
still remain in their hands, where it would be just as 
available for taxation, as when by a higher price it is 
tr^sferred to the landed proprietor."^ 

That there are some circumstances connected with 
rent, which have a strong affinity to a natural mono- 
poly, will be readily allowed. The extent of the 
earth itself is limited, and cannot be enlarged by hu* 
man demand. The inequality of spils occasions, 
even at an early period of society, a comparative 

•Vol. III. p. 212. 
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scarcity of the best lands ; and this scarcity is un- 
doubtedly one of the causes of rent properly so called. 
On this account, perhaps the term parttai monapolg 
may be fairly applicable to it But the scarcity of 
land, thus impliedf, is by no means alone sufficient to 
produce the effects observed. And a more accurate 
mvestigation of the subject will shew us how difle- 
rent the high price of raw produce is, both in its na- 
ture and origin, and the laws by which it is goTem* 
ed, from the high price of a common monopoly. 

The causes of the excess of the price of raw pro* 
duce above the costs of production, may be stat^ to 
be three. 

First, and mainly, That Quality of the earth, by 
which it can be made to yield a greater portion of 
the necessaries of life than is required for the main- 
tenance of the persons employed on the land. 

2dly, That quality peculiar to the necessaries of 
life of being able, when properly distributed, to create 
their own demand, or to rabe up a number of de- 
manders in proportion to the quantity of necessaries 
produced. 

And, Sdly, The comparative scarcity of fertile 
land, either natural or artificial. 

The aualitv of the soil here noticed as the primary 
cause of the high price of raw produce, is the gift of 
nature to man. It is quite unconnected with mono- 
poly, and yet is so absolutely essential to the exis- 
tence of rent, that without it no degree of scarcity or 
monopoly could have occasioned an excess of the 
price of raw produce above what was necessary for 
the pavment of wages and profits. 

If, K>r instance, the soil of the earth had been such, 
that, however well directed might have been the in- 
dustry of man, he could not have produced from it 
more than was barely sufficient to maintain those 
whose labour and attention were necessary to its pro- 
ducts ; though, in this case, food and raw materials 
would have been evidently scarcer than at present, 
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and the land might have been in the same manner 
monopoljized by particular owners ; yet it is quite clear, 
that neither rent nor any essential surplus produce of 
the land in the form of high profits and high wages 
could have existed. 

On the other hand, it will be allowed, that in what- 
ever way the produce of a given portion of land may 
be actually divided, whetlier the whole is distributed 
to the labourers and capitalists, or a part is awarded 
to a landlord, the power of such land to yield rent is 
exactly proportioned to its fertility, or to the general 
surplus which it can be made to produce beyond 
what is strictly necessary to support the labour and 
keep up the capital employed upon it If this sur- 
plus be as 1, 2, 3, 4, or 5, then its power of yielding 
a rent will be as 1, 2, 3, 4, or 5 ; and no degree of 
monopoly — ^no possible increase of external demand 
can essentially suter their different j^ou^er^. 

But if no rent can exist without this surplus, and 
if the power of particular soils to pay rent be pro- 
portioned to this surplus, it follows that this surplus 
from the land, arising from its fertility, must evident- 
ly be considered as Oie foundation or main cause of 
all rent. 

Still however, this surplus, necessary and impor- 
tant as it is, would not be sure of possessing a value 
which would enable it to command a proportionate 
quantity of labour and other commodities, if it had 
not a power of raising up a population to consume it, 
and, by the articles producea in return, of creating an 
effective demand for it. 

It has been sometimes argued, that it is mistaking 
the principle of population to imagine, that the in- 
crease of food or of raw, produce alone can occasion 
a proportionate increase of population. This is no 
doubt true ; but it must be allowed, as has been justly 
observed by Adam Smith, that " when food is pro- 
vided, it is comparatively easy to find the necessary 
clothing and lodging." And it should always be ifi- 



112 



eF tHE JlENT bF LAND* 



[ctai ttl. 



collected, that land ddfes ilot produce one commoditj 
alone, but in addition to that most indispensable cm 
all commodities— food, it produces the materials for 
clothing) lodging, and firing.'^ 

It is therefore strictly true, that land produces the 
necessaries of life — ^produces the means by which, and 
by which alone, an mcrease of people may be brought 
into being and supported. In this respect it is iunda* 
mentally different fix)m every other kind of machine 
knowki to man ; and it is natural to suppose that the 
use of it should be attended with some peculiar 
effects. 

If an active and industrious family were possessed 
of a certain portion of land, which they could culti- 
vate so as to make it yield food, and the materials of 
clothing, lodging, and firing, not only for themselves 
but for five other families, it follows, from the princi* 
pie of population, that, if they properly distributed 
their surplus produce, they would soon be able to 
command the labour of five other families, and the 
value of their landed produce would soon be worth 
five times as much as the value of the labour which 
had been employed in raising it. But if, instead of a 
portion of land which would yield all the necessaries 
of life, they possessed only, in addition to the means 
of their own support, a machine which would nro- 
duce hats or coats for fifty people besides themselves, 
no efforts which they could make would enable them 
to ensure a demand for these hats or coats, and ^ve 
them in return a colmmand over a quantity of labour 
considerably greater than their fabrication had cost. 
For a long time, and by possibility for ever, the ma- 
chine might be of no more value than that which 

• It b however certain that, if either these material! he ira]itiii|, or the akill aaA 
capital oeoessary to work them up be prevented from formiog, owmg to the idmcq- 
rlty of property or any other came, the cultivators will soon slacken io their tttf- 
tions, and the motives to accumotate and to iocreate their pitNluoe will greatly di» 
minish. But in this case there will be a very slack demand for labour : and, whatever 
asay be the nominal cheapness of provisions, the labourer will not really be able to 
command such a portion of the iiecesnariea of life, includio|, of oourse, cIotbiAg, 
lodging, frc Bi will occuioo an increave of population. 
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wouid resuk irom its making bats or coats for the fa- 
mily. Its further powers might be absolutely thrown 
away from the want of demand ; and even when, 
from external causes totally independent of any efforts 
©f thdir own, a population had risen to demand the 
fifty hats, the value of them in the command of 
labour and other commodities might permanently 
exceed but very little the value of the labour employ- 
ed in making them. 

After the new cotton machinery had been intro- 
duced into this country, a hundred yards of muslin 
of a certain quality would not probably command 
more labour than twenty-five yards would before; 
because the supply had increased faster than the de* 
tnand, and there was no longer a demand for the 
whole quantity prodirced at the same price. But af- 
ter great improvements in agriculture have been 
feidopted upon a limited tract of land, a quarter of 
wheat wiB in a short time command just as much la- 
bour as before ; because the in(Teased produce, occa- 
sioned by the improvements in cultivation, is found to 
create a demand proportioned to the supply, which must 
still be limited ; and the value of corn is thus prevent- 
ed from falling like the value of muslins. 

Thus the fertility of the land gives the power of 
yielding a rent, by yielding a surplus quantity of ne- 
cessaries beyond the wants of the cultivators ; and 
the peculiar quality belonging to the necessaries of 
life, when properly distributed, tends strongly and 
constantly to give a value to this surplus by raising 
up a population to demand it. 

These qualities of the soil and of its products have 
been, as might be expected, strongly insisted upon by 
the Economists in different parts of^ their works ; and 
they are evidently admitted as truths by Adam Smith| 
in those passages of the Wealth of NxUionSj in which 
he approaches the nearest to the doctrines of the 
Economists. But modern writers have in general 
been disposed to overlook them, and to consider rent 

16 
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as regulated upon the principles of a common mono- 
poly, although the distmction is of great importance, 
and appears obvious and striking in almost any in- 
stance that we can assume. 

If the fertility of the mines of the precious metals 
all over the world were diminished one half, it will 
be allowed that, as population and wealth do not ne- 
cessarily depend upon gold and silver, such an event 
might not only be consistent with an undimin- 
ished amount of population and wealth, but even 
with a considerable increase of both. In this case 
however it is quite certain that the rents, profits, 
and wages paid at the different mines in the world 
might not only not be diminished, but might be consi- 
derably increased. But if the fertility of all the 
lands in the world were to be diminished one half;* 
inasmuch as population and wealth strictly depeiid 
upon the quantity of the necessaries of hfe which 
the soil affords, it is quite obvious that a great part 
of the population and wealth of the world would be 
destroyed, and with it a great part of the effectiTe 
demand for necessaries. The largest portion of the 
lands in most countries would be thrown completely 
out of cultivation, and wages, profits, and rents, par- 
ticularly the latter, would be greatly diminished on 
all the rest. 1 believe there is hardly any land in this 
country employed in producing corn, which yields a 
rent equal in value to the wages of the labour and 
the profits of the stock necessary to its cultivation. 
If this be so, then, in the case supposed, the quantity 
of produce being only half of what was before ob- 

* Mr. Ricardo has Mippoted a cave (p. 505.) of a dimioutloD of fertility of one- 
t^ntli, and hf thinki that it would increase rents by poshing capital upon lets fei^ 
tile land. I (bink, on the contrary, that in any well cultivated country it could 
not fail to lower rents, by occafioning tlie withdrawing of capital from the poorest 
■oils. If the last land befofe in use would do but little owre than pay the necessaiy 
labour and a profit of 10 peJ- cent, upon the capital employed, a dimioutioo of a tenth 
part of f he pro«s prodncf would certainly render many poor soils no iooger worth 
Gultivitine. And, on Mr. Ricardo*s supposition, where, 1 would ask, is the ir"- — « « * 



demand and incrt^-iiied price io come from, when, from the greater quantity of 1^ 
bour and capital necessary for the land, the means of obtaining the precioun mela]f» 
or any other eommoditiet, to eichasige for con, would be grvstly redueed ? 
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tained by the same labour and capital, it may be doubt- 
ed whether any land in England could be kept in til* 
lage. All effective demand for com of home growth 
would be at an end ; and if a supply could not be ob- 
tained from abroad, t^ population of the country 
must be diminished tqArhaps one-fifth of its fonner 
amount. ^^- 

The produce of certain vineyards in France, 
which, from the peculiarity of their soil and situation, 
exclusively yield wine of a certain flavour, is sold, of 
course, at a price very far exceeding the cost of pro- 
duction. And this is owing to the greatness of the 
competition for such wine, compared with the scanti- 
ness of its supply, which confines the use of it to so 
small a number of persons that they are able, and, 
rather than go without it, willing to give an exces- 
sively high price. But, if the fertility of these lands 
were increased so as very considerably to increase the 
produce, this produce might so fall in value as to di- 
minish most essentially the excess of its price above the 
cost of production. While, on the other hand, if th« 
vineyards were to become less productive, this excess 
might increase to almost any extent.* 

The obvious cause of these effects is, that, in all 
common monopolies, the demand is exterior to, and 
independent of, the production itself. The number 
of persons, who mignt have a taste for scarce wines, 
and would be desirous of entering into a competition 
for the purchase of them, might increase almost in- 
definitely, while the produce itself was decreasing ; 
and its price, therefore, would have no other limit 
than the numbers, powers, and caprices of the com- 
petitors for it. 

*Mr. Ricardo lays, (p. 505.) >o ttMwer to tbii pttfmfe, that, **givmtkt high 
pritt, reot must be liif[h lo proportion to abunddnce aod not scarcity,*^ whether in 
peculiar rioeyardf or on cooiDon com land*. But thii if begisioK the whole of the 
^oeition. The price cannot be given. Ky the force of external demand and di- 
minished nipply the produce of an acre of CharopaiKoe grapes might permanently 
ronmand fifty tiroes the labour that had been employed in eultimtingit; but no 
possible increase .of external demand or diminution of supply rould ever perma- 
nently enable the produce of an acre of <|bi to command more labour than it would 
•uppert. 
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In the ptoduetloo of die necessanes of Ufey on tb* 
contrary, the demand is dependent on the produce it- 
gelf, and the effects are therefore widely dineient la 
this case it is physacally impossible that the number 
•f demanders should increase, while the quantity of 
produce diminishes, since thejdeHiaaders can only ex* 
ist by means of the produce. 

In all common monopolies, an excess of the value 
^ the produce above the value of the labour employ- 
ed in obta'ming it, may be created by external de* 
mand. In the partial monopoly of the land which 
produces necessaries, such an excess can only be creat- 
^ by the qualities of the soil. 

In common monopolies, and all productions except 
Necessaries, the laws of nature do very little towards 
jM'oportioning their value in exchange to their value ia 
use. The same quantity of grapes or cottoix» migbl, 
under different circumstances, be worth permanentlj 
three or three hundred days labour. In the production 
of necessaries alone, the laws of nature are ccHistantljf 
mt work to regulate their exchangeable value according 
to their value in use ; and though from the great diP 
fereuce of external circumstances, and particuWljr 
die greater plenty or scarcity of land, this is seldom 
Or ever fully effected ; yet the exchangeable value of 
a given quantity of necessaries in commanding labour 
always tends to approximate towards the value of 
the quantity of labour which it can maintain, or ia 
other words, to its value in use. 

In all common monopolies, the price of the pro- 
duct, and consequently the excess of price above the 
cost of production, may increase without any definiU3 
bounds. In the partial monopoly of the land which 
produces necessaries, the price of the produce cannot 
oy any possibility exceed the value of the labour 
which it can mamtain ; and the excess of its price 
above the cost of its production is subjected to a limit 
w1mpas8able. This limit is the surplus of necessa- 
lies which the land can be oaade to yield beyond the 
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lowest wants of the cultivators, and is strietjy depencU 
eat upon the natural or acquired fertility of the soil 
Increase this fertility, the limit will be enlarged, and 
the land may yield a high rent ; diminish it, the 
limit will be cotitraeted, ^d a high rent will becoroe^ 
impossible; diminish itflMI further, the limit will 
coincide with the cost of pR>ductioQ, and all rent w^ill 
disappear. 

In short, in the one case, the power of the pro- 
duce to exceed in price the cost of the production 
depends mainly upon the degree of the monopoly ; 
in the other, it depends entirely upon the degree of 
fertility. This is surely a broad and striking dis- 
tinction.* 

ts it, then, possible to consider the price of the 
necessaries of life as regulated upon the principle of a 
common monopoly ? is it possible, with M. de Sis^ 
mondi, to regard rent as the sole produce of labour, 
which has a ralue purely nominal, and the mere ra- 
ftuk of that augmentation of pice which a seller ob- 
tains in consequence of a peculiar privilege : or, with 
Mr. Buchanan, to consider it as no addition to the 
national wealth, but merely as a transfer of value, ad- 
, vantageous only to the landlords, and proportionably 
injurious to the consumers ?t 

Is it not, on the contrary, a clear indication of a 
most inestimable quality in the soil, which God has 
bestowed on man — the quality of being able to main* 
tain more persons than are necessary to work it ? Is 
it not a part, and we shall see farther on that it is an 
absolutely necessary part, of that surplus produce from 
the land, which has been justly stated to be the source 
of all power and enjoyment ; and without which, in 

* Vet thin diftindion doti pcA a|^petr to Miv Ricafrfo to ht well fpnodtd ! c. 
nxi. p. 508. 2d edit. 

f It M extraordinary that Mr Ricardo, (p. 501.) Rbould have laoctioned ihMe 
Itat^mtfiit^ of M 8i«inoDdi and Mr. Bnchooan. Strictly, accordinc to his own thf^o- 
fy. r IP price of coro in always b natural or neowMry price. In what teote tbee ca9 
lie t^re- with these writers in sayiuf, that it is like that of a common mooopoly, oc 
MnuitifiQui ot|y t» the l«Mil«nlt, mti iHfop^rtiamMy it^uHmu to thtf oooanw n f 
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fact, there would be no cities, no military or naval 
force, no arts, no learning, none of the finer manufac* 
tures, none of the conveniences and luxuries of foreign 
countries, and none of that cultivated and polished so- 
ciety, which not only elevates and dignifies individu- 
als, but which extends its beneficial influence through 
the whole mass of the people ? 



SECTION II. 

On the necessary SqMration of the Reni of Land from tke 
Profits of the Cultivator ana the Wages of the Labourer. 

In the early periods of society, or more remarkably 
perhaps, when the knowledge and capital of an old 
siiciety are employed upon fresh and fertile land, the 
surplus produce of the soil shews itself chiefly in ex- 
traordinary high profits, and extraordinary high wages, 
and appears but little in the shape of rent. While 
fertile land is in abundance, and may be had by who- 
ever asks for it, nobody of course will pay a rent to a 
landlord. But it is not consistent with the laws of 
nature, and the limits and quality of the earth, that 
this state of things should continue. Diversities of 
soil and situation must necessarily exist in all coun<- 
tries. All land cannot be the most fertile : all situa- 
tions cannot be the nearest to navigable rivers and 
markets. But the accumulation of capital beyond the 
means of employing it on land of the greatest natural 
fertility, and the most advantageously situated, must 
necessarily lower profits ; while the tendency of po- 
pulation to increase beyond the means of subsistence 
must, after a certain time, lower the wages of labqpr. 
The expense of production will thus w diminished ; 
but the value of the produce, that is, the quantity of 
labour, and of the other products of labour (besides 
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corn) which it can command, instead of diminishing, 
will be increased. There will be an increasing num- 
ber of people demanding subsistence, and ready to 
offer their services in any way m which they can be 
useful. The exchangeable value of food will there- 
fore be in excess above the cost of production, on all 
the more fertile lands ; and this excess is that portion 
of the general surplus derived from land which has 
been peculiarly denominated rent. 

The quality of the earth first mentioned, or its 
power to ^ield a greater portion of the necessaries of 
life than is required for the maintenance of the per- 
sons employed in cultivation, is obviously the founda- 
tion of tnis rent, and the limit to its possible increase. 
The second quality noticed, or the tendency of an 
abundance of food to increase population, is necessary 
both to give a value to the surplus of necessaries 
which the cultivators can obtain on the first land cul- 
tivated ; and also to create a demand for more food 
than can be procured from the richest lands. And the 
third cause, or the comparative scarcity of fertile land, 
which is clearly the natural consequence of the se- 
cond, is finally necessary to separate a portion of the 
general surplus from the land, into the specific form 
of rent to a landlord.* 

Nor is it possible that rents should permanently re- 
main as parts of the profits of stock, or of the wages 
of labour. If profits and wages were not to fall, then, 
without particular improvements in cultivation, none 
but the very richest lands could be brought into use. 

* Mr Ricardo hat quite muooderftood m^, when be reprfveots me u rayiog that 
reot inm«Hliately and ni*cenarily riiet or fal's with the ipcreated or diaiinish«l fer^ 
tility of the laiid. (p. 507.) How far my former wordf would bear thn interpreta- 
tion the reader must judge ; but 1 wai not aware that they c<HjId be to conitroed ; 
and having ftated three causes as necenary to the production of rent, I could not 
possibly have meant to say that rent would vary always and exactly in proportion to 
•oe of them. I distinctly itateJ, indeed, that in the early periods of society, the 
•ur|/lus produce from the land, or its fertility, appears but little in the shape of rent. 
Sorely he has ezpreMed himself most inadvertently while correcting me, by referring 
to the comparative scarcity of the most fertile land as the only cause of rent, (p. 506^) 
although be has himself acknowledged, that without positive fertility, no rent can 
ciist. (p. 507.) Iff the moif fertile land of aoy'cooutry were still very poor, rach 
cooDtry could yield but very little rent 
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The fa!l of profits and wages which practically takes 
pl'ice, undoubtedly transfers a portipn of produce to 
The landlord, and forms a part, though, as we shall 
see farther on, only a part of -his rent. But if this 
transfer ci^n be considered as injurious to the consw- 

; ttiers, then every increase of capital and popcilation 

' mu^ be considered ^s injurious ; and a country which 

might maintain well ten millions of inhabitants ought 
to be kept down to a million. The transfer from pro- 
fits and wages, and such a price of produce as jrields 

I, rent, which have been objected to as injurious, and as 

depriving the consumer of what it gives to the land-^ 
lord, are absolutely necessary in order to obtain any 
considerable addition to the wealth and revenue of the 
first settlers in a new country ; and are the natural 
and unavoidable consequences of that increase of cap- 

\ ital and population for which nature has provided in 

I the propensities of the human race. 

When such an accumulation of capital takes place 

J on the lands first chosen, as to render the returns of 

the additional stock employed less than could be ob- 
tained from inferior land,* it must evidently answer 

1 to cultivate such inferior land. But the cultivators of 

the richer land, after profits had fallen, if they paid 
no rent, would cease to be mere farmers, or persons 
living upon the profits of agricultural stock ; they 
wouW evidently unite the characters of landlords ana 
farmers — a union by no means uncommon, but which 
does not alter in any degree the nature of rent, or its 
essential separation from profits and wages. 

If the profits of stock on the inferior land taken 
into cultivation, were thirty per cent, and portions of 
the old land would yield forty per cent., ten per cent, 
of the forty would obviously be rent by whomsoever 

^ received. When capital had further accumulatedi 



^ 



* The immediate motive for the cultivatioQ of fresh land cao only he Ihe pnwpect 
of emplosrini^ an increafing capital tn i^reater fidv.inla^ than on theoldlamL ▲ 
lite in the market-price of corn eoold not alone Ainiiahiueh a moiive. 
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and labour (aDen* on the more e^Ue bndt of a 
country, other lands, less favourabfy circumstanced 
with respect to fertility or situation, micht be occu- 
pad wim advantace. The expenses of cultivation, 
ududing profits, having fallen, poorer land, or land 
more distant from rivers and manets, though yield- 
ing at first no rents, might fully repay these es^nses, 
WM fully smswer to the cultivator. And again, when 
either the profits cf stock, or the wa^es ch labour, or 
both, have still further fallen, Jud still {xx>rer or sdU 
less favourably situated, migbffie taken into cultiva*- 
tion. And at every step it is clear, that if the price of 
produce do not fall, the rent of land must rise. And 
the price of produce will not fidl so long as the indus- 
try and in^nuity of the labouring classes, assisted by 
the capitab of those not employed upon die land, can 
find something to give in exchange to the cultivators 
and landlords, which will stimulaie them tp continue 
undiminii^ed their agricultural exertions, and main*- 
tain their exeess of produce. 

It may be laid down, therefiire, as an incontrover* 
tible truth, that as a nation reaches any considerable 
degree of wealth, and any considerable fullness of 
population, the separation of rents, as a kind of fixture 

rn lands of a certain quality, is a law as invariar 
as the action of the principb of gravity ; and 
that rents are neither a mere nominal value, nor a 
value unoeoessarily and injuriously transferred firom 
one set of people to another ; but a most real and es- 
sential part of the whole value of the national proper- 
ty, and placed by the laws of nature where they are, 
on the land, by whomsoever possessed, whedier by 

* Wh9B a gives portion W labour and capital jieldi mailer retvros, whether cm 
oew land or old,t^hc lofs is generally divided betweeo the labourert and capitalists, 
and wagcf aod profiti fall at the fame tine. Tfaia is <)tiite ceotrary to Mr. Bicardo*« 
language. But the vages we refer to are totally diflereot. He speaks of the cost 
of producing the neceesarics of the labourer ; I speak of the necessaries themselvei. 
la the same Javgiiage Mr. Rieardo mrs, (p. l\5,) that the rise oT real sever Wik 
upon the fanner. Yet does not the fall of profits go toreat.^ It is of very little 
C0Bse<{iien€e to the farmer and labourer, c^nea oo Mr. Ricardo^s theofj, that they 
coatinue to receive hetweeg them th« same jioiDiaal'sosa of Boocy, if that jum lo ex- 
change for oecestaries is not worth half what it was before. 

16 
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few of many, whether by the landlord, the crown, or 
the actual cultivator. 

This then is the mode in which rent would sepa- 
rate itself from profits and wages, in a natural state 
of things, the least interrupted by bad government, or 
any kind of unnecessary monopoly ; but in the difier- 
ent states in which mankind have lived, it is but too 
well known that bad government and unnecessary 
monopolies have been frequent ; and it is certain that 
they will essentially jnpdify this natural progress, and 
often occasion a prenRture formation of rent 
< In most of the great eastern monarchies, the sove- 
reign has been considered in the light of the owner of 
the soil. This premature monopoly of the land join- 
ed with the two properties of the soil, and of its pro- 
ducts first noticed, has enabled the government to 
claim, at a very early period, a certain portion of the 
[HToduce of all cultivated land ; and under whatever 
name this may be taken, it is essentially rent. It is 
an excess both of the quantity, and of the exchangea- 
ble value of what is produced above the actual co^s 
of cultivation. 

But in most of these monarchies there was a S^eal 
extent of fertile territory ; the natural surplus of the 
soil was very considerable ; and while die claims upon 
it were moderate, the remainder was sufficient to af- 
ford such ample profits and wages as could not be 
obtained in any other employment, and would allow* 
of a rapid increase of population. 

It is obvious, however, that it is in the power of a 
sovereign who is owner of the soil in a very rich ter- 
ritory to obtain, at an early stage of improvement, an 
excessive rent. He might, almost from the first, de- 
mand all that was not necessary to allow of a mo- 
derate increase of the cultivators, which, if their skill 
was not deficient, would afford him a larger propor- 
tion of the whole produce in the shape of a tax or. 
rent, than could probably be obtained at any more 
advanced period of society ; but then of course only 
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the most fertile lands of the country conld be cultivat- 
ed ; and profits, wages and population would come 
to a premature stop. 

It is not to be expected that sovereigns should push 
their rights over the soil to such an extreme extent, 
as it would be equally contrary to their own interest, 
and to that of their subjects ; but there is reason to 
believe that in parts of India, and many other eastern 




jght to the soil, together withUther customary pay- 
ments out of the raw produce, have forcibly and pre- 
maturely lowered the profits of stock, and the wages 
of labour on the land, and have thrown great obsta- 
cles in the way of progressive cultivation and popu- 
lation in latter times, while much good land has re- 
mained waste. This will always be the case, when, 
owing to an unnecessary monopoly, a greater portion 
of the surplus produce is taken in the shape of rent 
or taxes, than would be separated by the natural fM 
of profits and wages. But whatever may be the na- 
ture of the monopoly of land, whether necessary or 
artificial, it will be observed that the power of paving 
a rent or taxes on the land, is completely limitedf by 
its fertility ; and those who are disposed to underrate 
the importance of the two first causes of rent which 
I have stated, should look at the various distributions 
of the produce in kind which take place in many 
parts of India, where, when once the monopoly has 
enabled the sovereign to claim the principal part of the 
rent of the soil, every thing else obviously depends 
upon the surplus of necessaries which the land yields, 
and the power of these necessaries to command la^ 
hour. 

It may be thought, perhaps, that rent could not be 
forcibly and prematurely separated from profits and 
wages so as unnaturally to reduce the latter, because 
capital and labour would quit the land if more could 
be made of them elsewhere ; but it should be recol- 
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leotcd, diat the actual caltirators of the kU ki these 
ooantricB are geoerally ia a very low aad degraded 
condition; that very little capital is emplojed bj 
them, and scarcely any which they can remove and 
emplof in another business ; that the sur{dtts produce 
possessed by the government soon raises up a popuhir 
tion to be emjdoyed by it^ so as to keep down tbe 
jnice of hbour in other departments to the level of 
the price in;agricultttre ; and that the small demaiid 
for the poducts of yanufacturine and commercial 
industry, owing to the poverty of Uie great mass of 
sode^f affords no room for the em^oyment of m 
krge cs^ital, with high profits, in maaufoctures and 
commerce^ On account of these causes which tend 
to lower profits, and the difficnlQr of collecting mo- 
ney, and the risk of lending it which tend to raise 
interest, I have long been of opinion, that though Ae 
rate of interest in different couatriee is almost the 
only criterion from which a judgment can be formed of 
Ae rate of profits; yet that in such countries as In- 
dia and China, and mdeed in most of the Eastern and 
southern regions of the globe, it is a criterion subject 
to the greatest uncertainty. In China, the legal inte- 
rest of money is three per cent, per month** But it 
is impossible to suppose, Miien we consider the state 
of China, so far as K is known to us, that capital em- 
ployed on land can yield profits to this amount ; or, 
mdeed, that capital can be employed in any steady 
and well-known trade with such a return. 

In the same way extraordinary accounts have been 
given of the high rate of interest in India ; bat the 
state of the actual cultivators completely contradicts 
the supposition, that, independently of dieir labour, 
the pronts upon their stock is so considerable ; and 
the late reduction of the ^vemment paper to six per 
cent fully proves that, m common mid perceabie 

* PeiMl eode. Stamton, p. 158. Tlw mrkct rale ofioltreft at Caatoo it mUt 

however, to be oqly from twelve to eighteeo per cent. Id. oote XVII. 
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times, the retnrns of capital, which can be depended 
upon in odier sorts of business, are by no means so 
great as to warrant the bcxrrowing at a very high rate 
^interest 

It is probable that, with the exception of og^asion- 
id speculations, the money that is borrowed at the 
high rates of interest noticed in Chito and India, is 
borrowed in both countries, rather with a view to ex- 
penditure or the payment of debts, thanisith a view 
to profit. ^ 

Some of the causes, which have been noticed as 
tending prematurely and irregularly to raise rents and 
lower profits in the countries of the east, operated 
without doubt to a certain extent in the early stages 
of society in Europe. At one period most of the 
famd was cultivated by slaves, and in the metayer sys- 
tems which succeedea, the division of the crop was 
so arrangid as to allow the cultivator but ^little more 
tban a scanty subsistence. In this state c? things the 
rate of profits on the land could have but little to do 
with die general rate of profits. The peasant could 
not, without the greatest difficulty, realize money and 
change his profession ; and it is quite certain that no 
one who had accumulated a capital in manufactures 
and commerce, would employ it in cultivating the 
lands of others as a nietaver. There would thus be 
litde or no interchange of capital between trade and 
agriculture, and their profits might in consequence be 
very unequal. 

It is pobable however, as in the case of China 
and India above mentioned, that profits would not be 
excessively hisb. This would depend indeed mainly 
upon die mxpptj of capital in manufactures and com- 
merce; if capital were scarce, compared with the 
demand for the products of these kinds oMndustry, 
pf<^ts would certainly be high ; and all that can be 
said safely is, that we cannot infer that they were 
very high, from the very high rates of interest occa- 
nonally mentioned. 
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Rent then has been traced to the same commcm 
nature with that general surplus from the land, which 
is the result of certain qualities of the soil and its pro- 
duce ; and it has been found to commence its separa- 
tion fmpn profits and wages, as soon as they begin to 
fall from the scarcity of fertile land, whether Occasion- 
ed by the natural progress of a country towards 
wealdi and population, or by any premature and ua- 
necessary mciDopoly of the soil. 



SECTION III. 

Of the Causes which tend to raise Rents in the ordinary Pro* 
gress of Society* 

In tracing more particularly the laws which govern 
the rise and fall of rents, the main causes which di- 
minish the expenses of cultivation, or reduce the costs 
of the instruments of production, compared with the 
price of produce, require to be more specifically enu- 
merated. The principal of these seem to be four : — 
1st, Such an accumulation of capital as will lower 
the profits of stock ; 2dly, such an mcrease of popula- 
tion as will lower the wages of labour ; 3dly, such 
agricultural improvements, or such increase of exer- 
tions, as will diminish the number of labourers neces- 
sary to produce a given efiect ; and 4thly, such an in- 
crease in the price of agricultural produce, from in- 
creased demand, as, without nominally lowering the 
expense of production, will increase the difierence be- 
tween this expense and the price of prodi^e. 

If capital increases so as to become redundant in 
those departments where it has been usually employ- 
ed with a certain rate of profits, it will not remain 
idle, but will seek employment either in the same or 
other departments of industry, although with inferior 
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veturas, and this will tend to push it upon less fertile 
soils. 

In the same manner, if population increases faster 
than the demand for it, the labourers must eontei^ 
themselves with a smaller cjuandtj of necessariMi; and, 
the expense of labour in kmd bemg thus dinmished, 
land may be cultivated which could not have been 
cultivated before. 

The two first causes, however, hcjj^ mentioned, 
sometimes act so as to counterbalance^he another. 
An increase of capital raises the wages of labour, and 
a fall of wages raises the profits of stock ; but these 
are only temporary effects. In the natural and regu- 
lar progress of a country towards the accumulation of 
stock and the increase of population, the rate of pro- 
fits and the real wages of labour permanently fall to- 
gether. This may be effected by a permanent rise 
m the mopey price of com, accompanied^ by a rise, 
but not a jproportionate rise, in the mone^ wages of 
labour. The rise in the money price of com is coun- 
terbalanced to the cultivator by the diminished quan- 
tity of produce obtained bv the same capital ; and his 
profits, as well as those of all other capitalists, are di- 
minished, by having to pay out of the same money 
returns higher money wages ; while the command of 
the labourer over the necessaries of life is of course 
contracted by the inadequate rise of the price of la- 
bour compared with the price of corn. 

But this exact and regular rise in the money price 
of com and labour is not necessary to the fall of pro- 
fits ; indeed it will only take place in the regular way 
here described, when money, under all the changes 
to which a country is subjected, remains of the same 
value, acco^ing to the supposition of Mr. Ricardo,* 
a case which may be said never to happen*^ Profits 
may undoubtedly fall, and rent be separated, under 
any variations of the value of money. All that is 

• Prise, of Polit. Econ. ch. i. p. 24. 2i ed. 
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necesMT to the most renhr and pennanrat £itt of 
profits (and in this Mr. Ricardo would agree wkk 
me) is, that an increased pn^iorticm of the i^hie of the 
whole produce obtained by a giren ouantity of eapi- 
tal, shjiilrt be absorbed by labour. On the land, this 
is effect by a diminution of the produce, obtained 
by the same capital without a proportionate diraino- 
tion of the part absorbed by labour, which leaves ~ 



for profits, M^ the same time that the real wages of 
me labourerare diminished. But it is obvious that if 
a raudler quantity of the necessaries of life derived 
fifom a given capital emplojred on the land, be suffi- 
cient to supply both the capitalists and the labourer,* 
the expenses of cultivation will be diminished, poorer 
land mav be cultivated under the new raises of wagea 
and profits, and rent will rise on that which was be- 
fore m cultivation. 

The tl^ cause enumerated as tending to raise 
rents brloifirering the expenses of cultivation compaied 
with the price of the produce is, such agricottoral 
improvements or such increase of exertions, as wiU 
diminish the number of labourers necessary to pro- 
duce a given effect 

In improving and industrious countries, not defi- 
cient in stimulants, this is a cause of great efficacy. If 
die improvements introduced were of such a natwe 
as considerably to dimmish the costs of productiQa, 
without increasing in any degree the quantity of pie* 
duce, then, as it is quite c^tain that no alteration 
would take place in the price of com, the extrava^ 

r profits of the farmers would soon be reduced by 
competition of capitals from manufactures and 

• Mr. Ricirdo hat obvnred (p. 516.) b refcmKe to tlie fecood eiMW whidi J 
hove here ftaled, as teodiag to raite reoti, " that do fall of wa^ eao raise reott ; 
for it will oMm duBiBith theportioD, oor the Yalue of the poitioa of the Mdaea 
which will be allotted to the ianner aod labourer tocetber.*^ But where» 1 would 
Mk, wiHtbe high real wages of .\merica finallj gef to profits? or to rent P If 1a- 
boorera were pennaneptlj to receive the raloe of a faiisiiel of whMt a day, iMMie hit 
the richest lands could paj the ezpente of working them. Ao increase of popolation 
and a (all of sach wages would be absolutely necessary to the cuUiTaiion of poor 
land. How then can it be said that a fall sf wages is not one of the causes of a rise 
of reots P 
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Commerce ; and as the wifole arena for the emploj^ 
ifient of capital would rather have been dimimshed 
than increased, profits on land as well as elsewhere 
would soon be at their former level, and the increased 
surplus from the diminished expenses of cuidvatioil 
would go to increase the rents of the landlords. 

But if these improvements, as must always be the 
^ase, would facilitate the cultivation of new land, and 
the better cultivation of the old with the same capital, 
more corn would certainly be brought to market. 
This would lower its price ; but the fall would be of 
short duration. The operation of that important 
cause noticed in the early part of this chapter, which 
distinguishes the surplus produce of the land from all 
others, namely, the power of the necessaries of life, 
when properly distributed, to create their own de- 
mand, or m other words the tendency of population 
to press against the means of subsistence, would soon 
raise the prices of corn and labour, and reduce the 
profits of stock to their former level, while in the 
mean time every step in the cultivation of poorer lands 
Ibcilitated by these improvements, and their applica- 
tion to all the lands of a better quality before culti- 
vated, would universally have raised rents : and thus, 
wider an improving system of cultivation, rents might 
Continue rising without any rise in the exchangeable 
value of corn, or any fall in the real wages of labour, 
or the general rate of profits. 

The very great improvements in agriculture which 
have taken place in this country are clearly demon- 
strated' by the profits of stock being as high now a:^ 
they were nearly a hundred years ago, when the 
land supported but little more than half of its present 
population. And the power of the necessaries of life, 
when properly distributed, to create their own de- 
mand, is tully proved by the palpable fact, that the 
exchangeable value of corn in the command of labour 
and other commodities is, to say the least, undimin- 
ished, notwithstanding the many and great improve- 
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meats which have been successively intrcMluoed in 
cultivation^ both by the introduction of better unple- 
ments, and by an improved system of managing the 
land. In fact, these improvements have gone f^otiy 
to the increase of rents and the payment of taxes. 

It may be added that, when improvements are in- 
troduced in particular districts, which tend to dinriin- 
ish the costs of production, the advantages derived 
from them go immediately, upon the renewal of 
leases, to laiKllords, as the profits of stock must ne- 
cessarily be regulated by competition, according to 
the general average of the whole country. Thus the 
very great agricultural improvements which have 
taken place in some parts of Scotland, the nortfa of 
England, and Norfolk, have raised, in a very extraor- 
dinary manner, the rents of those districts, and le& 
profits where they were. 

It must be allowed then, that facility of productkMi 
in necessaries,* unlike facility of production in all 
other commodities, is never attended with a perma- 
nent fall of price. They are the only commodities 
of which it can be said that their permanent value in 
the command of labour is nearly proportioned to their 

auantity. And consequently, in the actual state of 
lings, all savings in the cost of producing them 
will permanently increase the surplus which goes to 
rent. 

The fourth cause which tends to raise rents, is 
such an increase in the price of agricultural produce 
from whatever source arising, as will increase the dif- 
ference between the price of produce, and the costs 
of production. 

We have already adverted to a rise in the price of 
raw produce, which may take place in consequence 

* Properly tpntkiiHis, facility of production in oecestarin can only be tfmponryt 
where there are gradationii of land as far at barreoneM, except when capital is pr^ 
Tented from increajtini; by the waot of will to save It rony then he permrinent. 
But thoQi^h com will, iu that case, cost but little labottr, its ezchaoseable value will 
be high, that ii, it will eommand a great deal. 
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of a regular increase of capital and population while 
money remains nearly of the same value. But this 
Bort of rise is confined within narrow limits, and has lit- 
tle share in those great variations in the price of corn, 
which are most frequently the subject of observation. 
The kind of increased price, the effects of which I 
wish now more particularly to consider, is a rise of 
price from increased demand, terminating in an alte-' 
ration in the value of the precious metals. 

If a great and continiied demand should arise 
among surrounding nations for the raw produce of a 
particular country, the price of this produce would of 
course rise considerably ; and the expenses of cultiva- 
tion rising only slowly and gradually to the same pro- 
Eortion, me price of produce might for a lon^ time 
eep so much a head as to give a prodigious stimulus 
to improvement, and encourage tne employment of 
much capital in bringing fresh land under cultivation, 
and rendering the old much more productive. If 
however the demand continued, the price of labour 
would ultimately rise to its former level, compared 
with com ; a decided fall in the value of money sup- 
ported by the abundant exportation of raw produce 
might generally take place ; labour would become ex- 
tremely productive in the purchase of all foreign com- 
modities ; and rents might rise without a fall of profits 
or wages. 

The state of money prices, and the rapid progress 
of cultivation in North America, tend strongly to il- 
lustrate the case here supposed. The price of wheat 
in the eastern states is nearly as high as in France* 
and Flanders ; and owing to the continued demand 
for hands, the money price of day-labour is nearly 
double what it is in England. But this high price 
of com and labour has given great facilities to the 
farmers and labourers in the purchase of clothing and' 
all sorts of foreign necessaries and conveniences. 
And it is certain that if the money prices of corn and 
labour had been both lower, yet bad maintained the- 
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same proportion to each other, land of thi^ saroe qBsdi* 
ty could not have been cultivated, nor could equal 
rents have beeu obtained with the same rate of pfo* 
fits and the same real wa^es of labour. 

Effects of a similar kmd took place in our own 
country from a similar demand for com during the 
twenty years from 1793 to the end of 1813, thougfa 
the demand was not occasioned in the same f^av. 
For some time before the war, which commeaced ui 
1793, we had been in the habit of importing a cer- 
tain quantity of foreign grain to supply our habiruai 
consumption. The war naturally increased the ex- 
pense of this supply by increasing the expense of 
freight, insurance, &c. ; and, joined to some bad ma- 
sons and the subsequent decrees of the French go- 
vernment, raised the price, at which wheat could be 
imported, in the quantity wanted to supply the de- 
mand, in a very extraordinary manner. 

This great rise in the price of imported com, al- 
though the import bore but a small proportion to what 
was grown at home, necessaiily raised in the same 
proportion the whole mass, and gave the same sort 
of stimulus to domestic agriculture as would have 
taken place from a great demand for our corn ifl 
foreign countries. In the mean time, the scarcity 
of hands, occasioned by an extending war, an ia- 
creasing commerce, and the necessity of raising mor^ 
food, joined to the ever ready invention of an in- 
genious people when strongly stimulated, introduced 
ao much saving of manual labour into every depart- 
ment of industry, that the new and inferior land 
taken into cultivation to supply the pressing wants 
of the society, was viorked at a less expense of la- 
bour than richer soils some years before. Yet stiH 
the price of grain necessarily kept up as long as the 
most trifling quantity of foreign gram, which could 
onlj be obtained at a very high price, was wanted 
in order to supply the existing demand. With this 
high price, which at one time ro^ to nearly treble ip 
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paper and above double in bulHon, compared with the 

1>rices before the war, it was quite impossibie that 
abour should not rise nearly in proportion, and with 
it, of course, as profits had not fallen, all the comioo^ 
dities into which labour had entered. 

We had thus a general rise in the prices of com' 
modities, or fall in the value of the precious metals, 
compared with otjier countries, which our increas- 
ing foreign commerce and abundance of exportable^ 
commodities enabled us to sustain. That the last 
land taken into cultivation in 1813 did not require 
more labour to work it than the last land improved 
in the year 1790, is incontrovertibly proved by the 
acknowledged fact, that the rate of interest and pro^ 
fits was higher in the later period than the earlier* 
But still the profits were not so much higher as not 
to have rendered the interval most extremely favour- 
able to the rise of rents. This rise, during the in* 
terval in question, was the theme of universal re* 
mark; and though a severe and calamitous check, 
from a combination of unfortunate circumstances, 
has since occurred ; yet the great drainings and per* 
manent improvements, which were the effects of so 
powerful an encouragement to agriculture, have 
acted like the creation of fresh land, and have in* 
creased the real wealth and population of the coun- 
try, without increasing the labour and difiSculty of 
raising a given quantity of grain. 

It is obvious then that a fall in the value of the 
precious metals, commencing with a rise in the price 
of corn, has a strong tendency, while it lasts, to en* 
courage the cultivation of fresh land and the forma* 
tion of increased rents. 

A similar effect would be produced in a country 
which continued to feed its own people, by a great 
and increasing demand for its manufactures. Tnese 
manufactures, if from such a demand the value of 
their amount in foreign countries was greatly to in- 
crease, would bring back a great increase of value 
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in return, which increase of value could not fail to 
increase the value of the raw produce. The demand 
for agricultural as well as manufactured produce 
would be augmented ; and a considerable stimulus, 
though not perhaps to the same extent as in the laat 
case, would be given to every kind of improvement 
on the land. 

Nor would the result be very different from the in- 
troduction of new machinery, and a more judicious 
division of labour in manufactures. It almost al- 
ways happens in this case, not only that the quanti- 
ty of manufactures is very greatly increased, but 
that the value of the whole mass is augmented, from 
the great extension of the demand for ihem both 
abroad and at home, occasioned by their cheapness. 
We see, in consequence, that in all rich manufactur- 
ing and commercial countries, the value of manu- 
factured and commercial products bears a very high 
proportion to the raw products;* whereas, in com- 
paratively poor countries, without much internal trade 
and foreign commerce, the value of their raw pro- 
duce constitutes almost the whole of their wealth. 

In those cases where the stimulus to agriculture 
originates in a prosperous state of commerce and 
manufactures, it sometimes happens that the first step 
towards a rise of prices is an advance in the wages 
of commercial and manufacturing labour. This will 
naturally have an immediate effect upon the price oi 
com, and advance of agricultural labour will follow. 
It is not, however, necessary, even in those cases, 
that labour should rise first. If, for instance, the 
population were increasing as fast as the mercantile 
and manufacturing capital, the only effect might be 
an increasing number of workmen employed at the 
same wages, which would occasion a rise in the price 

* Aecordiog to the calcaUtiooi of Mr. Colquhoon, the value of oar trade, fbr> 
eipi nnd dometlic, and of our maQufacturet, exclusive of raw materials, is nearly 
equal to th^ ^rou vnlue derived from the land, lo do other large country propaUy 
Uthi«ithe ca^e.— Treatiie oo the WealUw Power, and Retoureei of the Briliili 
fimpirOi p> 96. 
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of corn before any rise had taken place in the wages 
of labour. 

We are supposing, however, now, that labour does 
ultimately rise nearly to its former level compared 
with com, that both are considerably higher, and 
that money has suffered a decided change of va- 
lue. Yet m the progress of this change, the other 
outgoings, besides labour, in which capital is expend- 
ed, can never all rise at the same time, or even l^nal- 
ly in the same proportion. A period of some con- 
tinuance can scarcely fail to occur when the differ- 
ence between the price of produce and the cost of 
production is so increased as to give a great stimulus 
to agriculture ; and as the increased capital, which is 
employed in consequence of the opportunity of mak- 
ing great temporary profits, can selaom or ever be en- 
tirely removed from the land, a part of the advan- 
tage so derived is permanent; together with the 
whole of that which is occasioned by a greater rise 
in the price of corn than in some of the materials of 
the fanner's capital. 

Mr. Ricardo acknowledges that, in a fall of the 
value of money, taxed commodities will not rise in 
the same proportion with others ; and, on the sup- 
position of the fall in the value of money being pe- 
culiar to a particular country, the same must unques- 
tionably be said of all the various commodities which 
are either wholly or in part imported from abroad, 
many of which enter into the capital of the farmer- 
He would, therefore, derive an increased power from 
the increased money price of corn compared with 
those articles. A fall m the value of money cannot 
indeed be peculiar to one country without the pos- 
session of peculiar advantages in exportation; but 
with these advantages, which we know are very fre- 
quently possessed, and are very frequently increased 
by stimulants, a fall in the value of mo'ney can 
scarcely fail permanently to increase the power of 
cultivating poorer lands, and of advancing rents. 
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Whenever then, by the operation of the foarcausn 
above mentioned, the difference between the price of 
produce and the cost of the instruments of prodacrtkni 
increases, the rents of land will rise. 

It is, however, not necessary that all these four 
causes should operate at the same time ; it is onlj 
necessary that the difference here mentioned should 
increase. If, for instance, the price of produce -wen 
to rise, while the wages of labour and tbe prica of the 
other branches of capital did not rise in proportioov 
and at the same time improved modes of agriculture 
were coming into general use, it is evident that this 
difference might be increased, although tbe prc^s of 
agricultural stock were not only undiminished, but 
were to rise decidedly higher. 

Of the great additional quantity of caiHtat employ* 
ed upon the land in this country during the last twen* 
ty years, by far the greater part is supposed to hnwt 
been generated on the soil, and not to have beett 
brought from commerce or manufactures. And it was 
imquestionably the high profits of agricultural sfocki 
occasioned by improvements in the modes of agricul- 
ture, and by the constant rise of prices, followed only 
slowly by a proportionate rise in the materials of th^ 
farmer's capital, that afforded the means of so rapid 
and so advantageous an accumnlation. 

In this case cultivation has been extended, aad resets 
have risen, although one of the instruments of pf^ 
duction, capital, has been dearen 

In the same manner a fall of profits, and improve- 
ments in agriculture, cmt even one of them separately^ 
might raise rents, notwithstanding a rise of wages. 

it is further evident, that no fresh land can be taken 
into cuttiration till rents have risen, or would allow 
oi a rise upon what is already cultivated. 

Land of an inferior quality requires a great quan- 
tity of capital to make it yield a given produce ; vind 
if tbe actual price of this produce be not m*eh a» fully 
to compensate t%ie cost of piK)ductioa, inclading pro- 
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fits, the land must remain uncohivated. it mstters 
not whether this cmnpensation is effected by an increaaa^ 
in the money price of raw produce, widiout a propor- 
tionate increase in the money price of the instruments 
of production ; or by a decrease in the price of the in- 
struments of production, without a proportionate de- 
crease in the price of produce. Wiiat is absolutely 
necessary is, a greater relative cheapness of the instru- 
ments of production, to make up for the quantity of 
them required to obtain a given produce from poor 
land. 

But whenever, by the operation of one or more of 
the causes before menticmed, the instruments of pro- 
duction become cheaper, and the difference between 
the price of produce and the expenses of cultivation 
increases, rents naturally rise. It foUovra ther^re as 
a direct and necessary consequence, that it can never 
answer to take fresh land of a poorer quality into cul- 
tivation till rents have risen, or would allow of a rise, 
on what is already cultivated. 

It is equally tnie, that without the same tendencv 
to a rise of rents,* it cannot answer to lay out fresh- 
capital in the improvement of old land ; at least upon 
the supposition, that each farm is already fumisned 
with as much capital as can be laid out to advantage, 
according to the actual rate of orofits. 

It is only necessary to state tnis proposition to make 
its truth appear. It certainly may happen, (and I fear 
it happens very frequently) that farmers are not pro- 
vided with all the capital which could be employed 
upon their farms at the actual rate of a^icultural pro- 
fits. But supposing thev are so provided, it implies 
distinctly, that more could not be applied without loss, 
till, by the operation of one or more of the causes 
above enumerated, rents had tended to rise. 

* Rents may be said lo have a tendency to riie, when more capital is readj to be 
laid out upon the old land, but cannot be laid out without dimioisbed returns. Whea 
profits fall in manufactures and commerce from the diminished price of goods, capi- 
ulists will be readj to five higher rents for the old farms« 

18 



138 



6F THE RENT OF t«AND« 



[CH. Ul- 



It appears then, that the power of extending col- 
tixation and increasing produce, both by the cultiva- 
ti(Hi of firesh land and the improvement of the old, de- 
pends entirely upon the existence of such prices, com* 
pared with the expense of production, as would raise 
rents in the actual state of cultivation. 

But though cultivation cannot be extended and 
the produce of a country increased, except in such a 
state of things as would allow of a rise of rents ; yet 
it is of importance to remark, that this rise of reots 
will be by no means in proportion to the extension of 
cultivation or the increase of produce. Every rela- 
tive fall in the price of the instruments of production 
may allow of the emplovment of a considerable quan- 
tity of additional capital ; and when either new land 
is taken into cultivation or the old improved, the in- 
crease of produce may be considerable, though the 
increase ofrents be trifling. We see, in consequence, 
that in the progress of a country towards a high state 
of cultivation, the quantity of capital employ^ upon 
the land and the quantity of produce yielded by it, 
bear a constantly increasing proportion to the amount 
of rents, unless counterbalanced by extraordinary im- 
provements in the modes of cultivation.^ 

According to the returns lately made to the Board 
of Agriculture, the average proportion which rent 
bears to the value of the whole produce seems not to 
exceed one-fifth ;t whereas formerly, when there was 
less capital employed and less value produced, the 
proportion amounted to one-fourth, one third, or even 
two-fifths. Still, however, the numerical difference 



• To the honour of Scotch rultivaton it should be obterved, that ihey have ap- 
plied thdr capitals so very skilfally aod economically, that at the same time that 
they have prodigioosly increased the produce, they have increased* the famdlord's 
proportion of it. The diflerence between the landlord's share of the produce in 
Scotland and in England is auite extraordinary — moch greater than can be accounted 
for, either by the natural soil or the absence of tithes and poon-rates.— See Sir Jobs 
Sinclair's valuable Account of the Husbandry of Scotland ; aod the Gcaeral Report 
not long since published— works replete with the most oseftil aod interesting infbr- 
matioo on agricultural sobyects 



f Set fivideace before the Howe flfl4ordi, given by Arthur YouQg, p. M. 
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between the price of produce and the expenses of 
cultivation increases with the progress of impro|e- 
ment ; and though the landlord has a less share of the 
whole produce, yet this less share, from the very 
great increase of the produce, yields a larger quanti- 
ty, and gives him a greater command of corn and la- 
bour, ft the produce of land be represented by the 
number six, and the landlord has one-fourth of it, his 
share will be represented by one and a half. If the 
produce of land be as ten, and the landlord has one- 
fifth of it, his share will be represented by two. In 
the latter case, therefore, though the proportion of 
the landlord's share to the whole produce is greatly 
diminished, his real rent, independently of nominal 
price, will be increased in the proportion of from 
three to four. And, in general, in all cases of in- 
creasing produce, if the landlord's share of this pro- 
duce do not diminish in the same proportion, which, 
though it often happens during the currency of leases, 
rarely or never happens %n the renewal of them, the 
real rents of land must rise. 

We see then that a progressive rise of rents seems 
to be necessarily connected with the progressive cul- 
tivation of new land, and the progressive improve- 
ment of the old : and that this rise is the natural and 
necessary consequence of the operation of four cau- 
vses, which are the most certain mdications of increas- 
ing prosperity and wealth — namely, the accumulation 
of capital, the increase of population, improvements 
in agriculture, and the high market price of raw pro- 
duce, occasioned either by a great dejnand for it in 
foreign countries, or by the extension of commerce 
and manufactures. 
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SECTION IV. 

Of the Cau9es which tend to lower' Rents. 

The causes which lead to a fall of rents are, as maj 
be expected^ exactly of an opposite description to 
those which lead to a rise : namely, diminished capi- 
tal, diminished population, a bad system of cultiva- 
tion, and the low market price of raw produce. 
They are all indications of poverty and dechne, and 
are necessarily connected with the throwing of infe- 
rior land out of cultivation, and the continued deteri- 
oration of the land of a superior quality.^ 

The necessary effects of a diminished capital and 
diminished population in lowering rents, are too ob- 
vious to require explanation ; nor is it less clear that 
an operose and bad system of cultivation might pre^ 
yent the formation of rents, even on fertile land, by 
checking the progress of population and demand 
beyond what could be supplied from the very richest 
Qualities of soil. I will only therefore advert to the 
fourth cause here noticed. 

We have seen that a rise in the price of com, ter- 
minating in an alteration in the value of the precious 
metals, would give a considerable stimulus to cultiva- 
tion for a certain time, and some facilities permanently, 
and might occasion a considerable and permanent rise 
of rents. And this case was exemplified by what 
had happened in this country during the period from 
1794 to 1814. 

It may be stated in like manner, that a fall in tlie 
price of com terminating in a rise in the value of 
money, must, upon the same principles, tend to throw 
land out of cultivation and lower rents. And this 
may be exemplified by what happened in this coun- 
try at the conclusion of the war. The fall in the 

• The eflfccts of importing foreign corn will be coniidered more particularlj in the 
neit tectioD, and a uibteijuent part of tliit chapter. 
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price of com at that period necessarily disabled the 
cultivators from employing the same quantity of la- 
bour at the same price. Many labourers, therefore, 
were unavoidably thrown out of employment ; and, 
as the land could not be cultivated in the same way, 
%vithout the same number of hands, the worst soils 
were no longer worked, much agricultural capital 
was destroyed, and rents universally fell ; while thb 
ereat failure in the power of purchasing, among all 
Uiose who either rented or possessed land, naturally 
occasioned a general stamation in all other trades* 
In the mean time, the fallin the price of labour from 
the competition of the labourers joined to the poverty 
of the cultivators, and the fall of rents both from the 
want of power and the want of will to pay the for- 
mer rents, restored by degrees the prices of commo- 
dities, the wages of labour, and tne rents of land, 
nearly to their former proportions, though all lower 
than they were before. The land which had been 
thrown out of tillage might then again be cultivated 
with advantage; but in the progress from the lower to 
the higher value of money, a period would have 
elapsed of diminished produce, diminished capital, and 
diminished rents. The country would recommence 
a progressive movement from an impoverished state ; 
and, owing to a fall in the value of com greater than in 
taxed commodities, foreign commodities, and others 
which form a part of the capital of the farmer and of 
the necessaries and conveniences of the labourer, the 
permanent difficulties of cultivation would be great 
compared with the natural fertility of the worst soil 
then actually in tillage. 

It appeared that, m the progress of cultivation and 
of increasing rents, it was not necessary that all the 
instruments of production should fall in price at the 
same time ; and that the difference between the price 
of produce and the expense of cultivation might in- 
crease, although either the profits of stock or the wa- 
ges of labour might be higher, instead of lower. 
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In the same manner, when the prodoce of a coun- 
try is declining, and rents are filing, it is not neces- 
sary that all the instruments of production should be 
dearer. In the natural progress of decline, the profits 
of stock are necessarily low ; because it is specifically 
the want of adequate returns which occasions this de- 
cline- After stock has been destroyed, profits may 
become high and wages low ; but the low price m 
raw produce joined to the high profits of a scanty 
capital, may more than counterbalance the low wages 
of labour, and render it impossible to cultivate land 
where much capital is required. 

It has appeared also, that in the progress of culti- 
vation, and of increasing rents, rent, though greater 
in positive amount, bears a less and less proportion to 
the quantity of capital employed upon tne land, and 
the quantity of produce derived from it According 
to the same principle, when produce diminishes ana 
rents fall, though the amount of rent will always be 
less, the proportion which it bears to capital ana pro- 
duce will be greater. And as, in the former case, the 
diminished proportion of rent was owing to the ne- 
cessity of yearly taking fresh land of an inferior 
quality into cultivation, and proceeding in the im- 
provement of old land, when it would return only the 
common profits of stock, with little or no rent ; so, in 
the latter case, the high proportion of rent is owing 
to the discouragement of a great expenditure in agri- 
culture, and tlie necessity of employing the reduced 
, capital of the country in the exclusive cultivation of 
the richest lands, and leaving the remainder to yield 
what rent can be got for them in natural pasture^ 
which, though small, will bear a large proportion to 
the labour and capital employed. In proportion, 
therefore, as the relative state of prices is sucn as 16 
occasion a progressive fall of rents, more and more 
lands will be gradually thrown out of cultivation, the 
remainder will be worse cultivated, and the diminu- 
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tkm of produce will proceed still faster than the dimi- 
nution of rents. 

If the doctrine here laid down respecting the laws 
which govern the rise and fall of rents, be near the 
truths the doctrine which maintains that, if the pro- 
duce of agriculture were sold at such a price as to 
yield less neat surplus, agriculture would be equally 
productive to the general stock, must be ver^ far from 
the truth. With regard to my own conviction, in- 
deed, I feel no sort of doubt that if, under the impres- 
sion that the high price of raw produce, which occa- 
sions rent, is as injurious to the consumer as it is ad- 
vantageous to the landlord, a rich and improved na- 
tion were determined by law to lower the price of 
produce, till no surplus in the shape of rent any 
where remained, it would inevitably throw not onlv 
all the poor land, but all except the very best land, 
out of cultivation, and probably reduce its produce 
and population to less than one-tenth of their former 
amount. 



SECTION V. 

On the Dependance of the actual Quantity of Produce obtain^ 
edfrom the Landy upon the existing Rents and the existing 
Prices. 

From the preceding account of the progress of rent, 
it follows that the actual state of the natural rent of 
land is necessary to the actual produce ; and that the 
price of corn, in every progressive country, must be 
just about equal to the cost of production on land 
of the Doorest quality actually in use, with the addi- 
tion ofthe rent it would yield in its natural state ; or 
to the cost of raising additional produce on old land, 
which additional produce yields only the usual re- 
turns of agricultural stock with little or no rent* 
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It is quite obvious that the price cannot-be leas ; or 
such land would not be cultivated, nor such captod 
employed. Nor can it ever miich exceed this pcioB, 
bei^oise it will always answer to the bndloid to coo- 
tinue lettkig poorer aad poorer lands^ as loof as lie 
can get any thing more than they, will pay ia tiieir 
natural state ; aiul because it will always answer to 
any farmer who can command capital, to lay it omt 
on his land, if the additional produce resulting finom 
it will fully repay the profits of his stock, akhougb k 
yields nothing to his landlord. 

It follows then, that the price of com, in refermoe 
to the whok quantity raised, is said at the natural or 
necessary price, that is, at the price necessary to ob- 
tain the actual amount of produce, akhough by far 
the lareest part is sold at a price ver^ much above 
that which is necessary to its jHroduction ; owing to 
this part beins produced at less expense, while its ex- 
changeable value remains undiminished. 

The difTerence between the price of corn and th^ 
price of manufactures, with regard to natural or ne- 
cessary price, is this ; that if the price of any manu- 
facture were essentially depressed, the whole manu- 
facture would be entirely destroyed ; whereas, if the 
price of corn were essentially depressed, the quantity 
of it only would be diminished. There would be 
some machinery in the country still capable of send- 
ingthe commodity to market at the reduced price. 

The earth has been sometimes compared to a vast 
machine, presented by nature to man for the produc- 
tion of food and raw materials ; but, to make the re- 
semblance more just, as far as they admit of compari- 
son, we should consider the soil as a present to man 
j of a great number of machines, all susceptible of con- 

<^ tinned improvement by the application of capital to 

them, but yet of very different original qualities and 
I powers. 

This great inequality in the powers of the machi- 
I nery employed in producing raw produce, forms one 
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of the most remarkable features which distinguishes 
the machinery of the land from the machinery em- 
ployed in manufactures. 

When a machine in manufactures is invented, 
which will produce more finished work with less la- 
bour and capital than before, if therp be no patent, 
or as soon as the patent has expired, a sufficient num- 
ber of such machines may be made to supply the 
whole demand, and to supersede entirely tne use 
of all the old machinery. The natural consequence 
is, that the price is reduced to the price of production 
from the best machinery, and if the price were to be 
depressed lower, the whole of the commodity would 
be withdrawn from the market. 

The machufies which produce corn and raw ma- 
terials, on the contrary, are the gifts of nature, not 
the works of man ; and we find, by experience, that 
these gifts have very different qualities and powers. 
The most fertile lands of a country, those which, like 
the best machinery in manufactures, yield the great- 
est products with the least labour and capital, are 
never found sufficient, owing to the second main 
cause of rent before stated, to supply the eflective de- 
mand of an increasing population. The price of raw 
produce, therefore, naturally rises till it becomes suf- 
ficiently high to pay the cost of raising it with inferi- 
or machines, and by a more expensive process ; and^ 
as there cannot be two prices for com of the same 
quality, all the other machines, the working of which 
requires less capital compared with the produce, must 
jrield rents in proportion to their goodness. 

Every extensive country may thus be considered 
as possessing a gradation of machines for the produc- 
tion of corn and raw materials, including in this 
{gradation not only all the various qualities of poor 
and, of which every large territory has generally aa 
abundance, but the inferior machinery which may be 
said to be employed when good land is further and 
further forced for additional produce. As the price of 

19 
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raw produce coDtinues to riaej these inferior machines 
are successively called ioto action ; and as the price 
of r^w produce continues to fall, they are successive-- 
ly thrown out of action. The illustration here used 
serves to shew at once the necessity of the actual 
price of com to the actual produce, in the existiiig 
state of most of the countries with which we are ac- 
quaintedy and the different effect which would attend 
a great reduction in the price of any particular manu- 
facture, and a great reduction in the price of raw 
produce. 

We must not however draw too large inferences 
from this gradation of machinery on the land. It is - 
what actually exists in almost all countries^ and ac- 
counts very clearly for the origin and progress of rent, 
while land still remains in considerable plenty. But 
such a gradation is not strictly necessary, either to tJbe 
original formation, or the subsequent regular rise of 
rents. All that is necessary to produce these effects, 
is, the existence of the two first causes of rent for- 
merly mentioned, with the addition of limited territo- 
ry, or a scarcity of fertile land. 

Whatever may be the qualities of any commodity, 
it is well known that it can have no exchangeab{e 
value, if it exists in a great excess above the wants of 
those who are to use it But such are the qualities 
of the necessaries of life that, in a limited territory, 
and und^ ordinary circumstances, they cannot be 
permanently in excess ; and if all the land of such a 
country were precisely equal in quality, and, all very 
rich, there cannot be the slightest doubt, that after th!^ 
whole of the land had been taken into cultivation, both 
the profits of stock, and the real wages oi labour^ 
would go on diminishing, till profits had been reduced 
to what were necessary to keep up the actual capital, 
and the wages to what were necessary to ke^p 
up the actual population, while the rents would be 
high, just in proportion to the fertility of the soil. 
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Nor wouM the effect be essentiallj differiiit^ if the 
quantity af stock which could be employed with ad- 
vantage upon such fertile soil, were extremely limited, 
so that no further capital were required for it than 
what was wanted for ploughing and sowing. Still 
there can be no doubt that capital and population 
might go on increasing in other employments, till they 
both came to a stand, and rents had reached the Kmits 
prescribed by the powers of the soil, and the habits 
of the people. 

In these cases it is obvious that the rents are not 
regulated by the gradations of the soil, or the differ- 
ent products of capital on the same land ; and that it is 
too large an inference from the theory of rent to con- 
dude with Mr. Ricardo, that " It is only because land 
is of different qualities with respect to its productive 
powers, and because in the progress of population, land 
of an inferior quality, or less advantageously situated^ 
is called into cultivation, that rent is ever paid for the 
use of it.''* 

There is another inference which has been drawn 
from the theory of rent, which involves an error of 
much greater importance, and should therefore be 
"^eTY carefully guarded against. 

In the progress of cultivation, as poorer and poor- 
er land is taken into tillage, the rate of profits must 
be limited in amount by the powers of the soil last 
cultivated, as will be shewn more fully in a subsequent 
chapter. It has been inferred from this, that when 
land is successively thrown out of cultivation, the 
rate of profits will be high in proportion to the supe- 
rior natural fertility of the land which will then bo 
the least fertile in cultivation. 

If land yielded no rent whatever in its natural 
state, whether it were poor or fertile, and if the rela- 
tive prices of capital and produce remained the same, 



• Prittciplct of Polilical EcoMmy, cb. ii. p. 64. Tbii 
the 6rtt editina. It if ilightJy altered in the tccoad, p. 5 
to Tiry the feoM. 
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then the whole produce being divided between pro- 
fits and wages, the inference <inight be just. Biut*tbe 
premises are not such as are here supposed. In a 
civilized country uncultivated land always jields a 
rent in proportion to its natural power of feeding 
cattle or growing wood ; and of course, when land 
has been thrown out of tillage, particularly if tfais 
has been occasioned by the importation of cheaper 
com from other countries, and consequently without 
a diminution of population, the last land so thrown 
out may yield a moderate rent in pasture, though 
considerably less than before. As was said in rae 
preceding section, rent will diminish, but not so 
much in proportion either as the capital employed 
on the land, or the produce derived from it. No 
landlord will allow his land to be cultivated by a til- 
lage farmer paying little or no rent, when by laying 
it down to pasture, and saving the yearly expendi^ 
ture of capital upon it, he can obtam a much greater 
rent. Consequently, as the produce of the wors( 
lancjs actually cultivated can never be wbdly divided 
between profits and wages, and in the case above 
supposed, not nearly so, the state of such land or its 
degree of fertility cannot possibly regulate the rate of 
profits upon it* 

If to this circumstance we add the effect arising 
from a rise in the value of money, and the probable 
fall of corn more than of working cattle, it is obvi- 
ous that permanent difficulties will be thrown in the 
way of cultivation, and that richer land may not 
yield superior profits. The higher rent paid for the 
last land employed in tillage, together with the great- 
er expense of the materials of capital compared with 
the price of produce, may fully counterbalance, or 
even more than counterbalance, the difference of na* 
tural fertility. . 

With regard to the capital which the tenant may 
lay out on his farm in obtaining more produce with- 
out paymg additional rent for it, the rate of its re- . 
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turns must obviously conform itself to the general 
rate of profits. If the prices of manufactured and 
mercBBtile commodities were to remain the same not- 
wichstandine the fall of laboiir, profits would cer* 
tainlj be raised ; but they would not remain the same, 
as was shewn in the preceding chapt^. The new 
prices of commodities and the new profits of stork' 
would be determined upon principies of competition ; 
and whatever the rate was, as so determined, capital 
would be taken from the land till this rate was attain- 
ed. ^ The profits of capital employed in the way just 
described must always follow, and can never lead or 
reffiilate. 

It should be added, that in the regular progress of 
a country towards general cultivation and improve- 
ment, and in a natural state of things, it may fairly 
be presumed, that if the last land taken into cultiva- 
tion be rich, capital is scarce, and profits will then 
certainly be high; but if land be thrown out of 
cultivation on account of means being found of ob- 
taining corn cheaper elsewhere, no such inference is 
justifiable. On the contrary, capital may be abun- 
dant, compared with the demand for corn and com- 
modities, in which case and during the time that such 
abundance lasts, whatever may be the state of the 
land, profits must be low. 

This is a distinction of the greatest practical im- 
portance, which it appears to me has been quite over- 
looked by Mr. Ricardo. 

It will be observed, that the rents paid for what the 
land will produce in its natural state, though they 
make a most essential difference in the questions re- 
lating to profits and the component parts of price, 
in no respect invalidate the important doctrine that, 
in progressive countries in their usual state with gra- 
dations of soil, corn is sold at its natural or necessa- 
ry price, that is, at the price necessary to bring the 
actuail quantity to market. This price must on an 
average be at the least equal to the costs of its produic- 
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tion on the worst land actually cultirated, togeAer 
with the rent of such land m its nataral state : be- 
cause, if it falls in any degree below this, the cdid* 
Tator of such land will not be able to pay the land- 
lord so high a rent as he could obtain from the land 
without cultiration, and consequently the land w3l 
be left uncultivated, and the produce will be dimiit- 
ished. The rent of land in its natural state is tlkere- 
fore obviously so necessary a part of the price of all 
cultivated products, that, if it be not paid they will 
not come to market, and the real price actually paid 
for com is, on an average, absolutely necessary to 
the production of the same quantity, or, in the words 
before stated, corn, in reference to the whole quan- 
tity produced, is sold at its necessary price. 

I nope to be excused for presentmg to the reader 
in various forms the doctrine, that corn, in referenoei 
to the quantity actually produced, is sold at its neces- 
sary price, like manufactures ; because I consider it 
as a truth of high importance, which has been en- 
tirely overlooked by the Economists, by Adam Smith, 
and all those writers who have represented raw pro- 
duce as selling always at a monopoly price. 



SECTION VI. 

Qf the Ckmnexum between great compmr&liv Wealth, and 
a high comparative Price of ram Produtem 

Adam Smith has very clearly explained in what man^ 
ner the progress of wealth and improvement tenda to 
raise the price of cattle, poultry, the materials of 
clothing and lodging, the most useful minerals, && 
compaj^d with com ; but he has not entered into the 
explanation of the natural causes which tend to de- 
termine the price of com* He has left the 
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indeed to cooclude, that he considers the price of 
corn as determined only by the state of the mines, 
which at the time supply the circulating medium of 
the commercial world. ^But this is a cause, which, 
though it may account for the high or low price of 
com positively, cannot account wv the relative dif- 
ferences in its price, in different countries, or compar* 
ed with certam classes of commodities in the same 
country. 

I entirely agree with Adam Smith, that it is of 
ereat use to inquire into the causes of high price, as 
from the result of such inquiries it may turn out, 
that the very circumstance of which we complain, 
may be the necessary consequence and the most cerr 
tain si^n of increasing wealth and prosperity. But 
of all mquiries of this kind, none surely can be so 
important, or so generally interesting, as an inquiry 
into the causes which affect the price of corn, and 
occasion the differences in this price so observable in 
different countries. 

These causes, in reference to the main effects ob- 
served, seem to be two : 

1. A difference in the value of the precious metals, 
in different countries, under different circumstances. 

2. A difference in the quantity of labour and capi*- 
tal necessary to produce corn. 

The first cause undoubtedly occasions the greatest 
portion of that inequality in the price of com, which 
IS the most striking and prominent, particularly in 
countries at a considerable distance from each other. 
More than three-fourths of the prodigious difference 
between the price of corn in Bengal and England, is 
probably occasioned by the difference in the value of 
money m the two countries ; and far the greater part 
of the high price of com in this country, compared 
with most of the states in Kurope, is occasioned in the 
same way. The main causes which affect the pre- 
cious wdMa in different countries, are the greater or 
smaller demand fur com and labour, and the abun-. 
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danceor deficiency of exportable commodities. With 
great facility of production in pdirticular branches of 
industry, or, in other words, an abundance of expor- 
table commodities, corn and labour may be maintain- 
ed at a very high comparative price ; and in fact it is 
this high price specifically, which prevents the natural 
advantage attached to facility of production froai be- 
ing in a great degree lost by domestic competition ; 
and practically renders the industry of all those na- 
tions, where corn and labour are high, peculiarly pro- 
ductive in the purchase of foreign commodities. But 
this subject shall be more fully discussed on another 
occasion. Our principal business at present is with 
the second of the two causes before stated. 

The second cause of the high comparative price of 
corn is the high comparative cost of production. If 
we could suppose the value of money to be the same 
in all countries, then the cause of the higher money 
price of corn in one country compared with another, 
would be the greater quantity of capital and labour, 
which must be employed to produce it : and the rea- 
son why the price of corn would be higher, and con- 
tinually rising in countries already rich, and still ad- 
vancing in prosperity and population, would be to be 
found in the necessity of resorting constantly to poor- 
er land — to machines which would require a greater 
expenditure to work them — and which would couse- 

Suently occasion each fresh addition to the raw pro- 
uce of the country to be purchased at a greater cost 
— ^in short, it would be found in the important truth 
that corn, in a progressive country y is sold at the price 
necessary to yield the actual supply ; and that, as this 
supply becomes more and more difficult, the price 
must rise in proportion. 

The price of corn, as determined by this cause, 
will of course be greatly modified by other circum- 
stances ; by direct and indirect taxation ; by improve- 
ments in the modes of cultivation ; by the saving of 
labour on the land ; and particularly by the importa- 



nc. VI.] OF THE RENT OF LAND. 



158 



tions of foreign corn. The latter cause, indeed, may 
do away, in a considerable degree, the usual effects of 
great wealth on the price of corn ; and this wealth 
will then shew itself in a different form. 

Let us suppose seven or eight large countries not 
very distant from each other, and not very differently 
situated with regard to the mines. Let us suppose 
further, that neither their soils nor their skill in agri- 
culture are essentially unlike ; that their currencies 
are in a natural state ; their taxes nothing ; and that 
every trade is free, except tlie trade in corn. Let us 
now suppose one of them very greatly to increase in 
capital and manufacturing skill above the rest, and to 
become in consequence much more rich and populous. 
1 should say, that this comparative increase of riches 
could not possibly take place, without a comparative 
advance in the price of raw produce ; and that such 
advance of price would, under the circumstances sup- 
posed, be tne natural sign and absolutely necessary 
consequence, of the increased wealth and population 
of the country in question. 

Let us now suppose the same countries to have the 
most perfect freedom of intercourse in corn, and the 
expenses of freight, &c. to be quite inconsiderable : 
And let us still suppose one of them to increase very 
greatly above the rest, in manufacturing capital and 
skill, in wealth and population : I should then say, 
that as the importation of corn would prevent any 
great difference in the price of raw produce, it would 

{irevent any great difference in the quantity of capital 
aid out upon the land, and the quantity of corn ob- 
tained from it ; that consequently, the great increase 
of wealth could not take place without a great depen- 
dence on the other nations for corn ; and that this de- 
pendence, under the circumstances supposed, would 
be the natural sign and necessary consequence of the 
increased wealth and population of the country in 
question. 

20 
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These I consider as the two alternatives oecessaiil/ 
belopging to a ^reat comparative increase €}f wealth; 
and the supposition here made will, with proper al- 
lowances, apply to the state of Europe. 

In Europe, the expenses attending the carriage of 
corn are often considerable. They form a natural 
barrier to importation ; and even the country, wbicli 
habitually depends upon foreign cora, must have the 
price of Its raw produce considerably higher thai) the 

Seneral level, r ractically, also, the prices of raw pro- 
uce in the different countries of Elurope will b^ va- 
riously modified by very different soils, very diflereat 
degrees of taxation, and very different degr^ees of im- 
provement in the science of agriculture. Heavy taxa- 
tion, and a poor soil, may occasion a high cooopan- 
tive price ot raw produce, or a considerable depea- 
dence on other countries, without great wealth and 
population ; while great improvements in agricultQfe 
and a good soil may keep uie price of produce low» 
and the country independent of foreign com, in spite 
of considerable wealtn. But the principles laid iom 
are the general principles on the subject ; and is ap- 
plying them to any particular case, the particular cir* 
cumstances of such case must adways be taien iaio 
the consideration. 

With regard to improvements in apiculture, which 
in similar soils is the great cause which retards the 
advance of price compared with the advance of pw* 
duce; although they are sometimes most powerful^ 
and of very considerable duration, they cannot fioal'y 
be sufficient to balance the necessity of aj^IjioS ^ 
poorer land, or inferior machines, hi ttns^P^ 
>taw produce is essentially different from manufac- 
tures. 

The cost of manufactures, or the quantity of labour 
and capital necessary to produce a gi\ea quantity w 
them, has a constant tendency to diminish ; while the 

auantity of labour and capital necessary to procure 
ie last addition which has been made to the raw 
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prodiice of a rich and advancing countiy, baa a con- 
stant tendency to increase. 

We see in consequence^ from the combined operas 
tton of the two causes, which have been stated in this 
section, that in spite of continued improvements in 
agriculture, the money price of corn is generally the 
highest in the richest countries ; while in spite of this 
high price of com and consequent high price of la- 
bour, the money price of manufactures still continues 
lower than in poorer countries. 

I cannot then agree with Adam Smith, in thinking 
that the low value of gold and silver is no proof of 
the wealth and ttourishing state of the country where 
it takes place. Nothing of course can be inferred 
from it, taken absolutely, except the abundance of 
the mines ; but taken relatively, or in comparison 
Vt^ith the state of other countries, much may be inferred 
from it. If we are to meas^ire the value of the pre- 
cious metals in different countries, and at different 
periods in the same country, by the price of corn, as 
proposed by himself, it appears to me that whether 
We consider the first or second cause which has been 
referred to in this section, there are few more certain 
^gns of wealth than the high average price of raw 
produce. With the value of money uniform in re- 
spect to cost, then, independently of importation and 
improvements in agriculture, the wealth and popula- 
tion of a country would be proportioned to the high 
^rice of its com. And in the actual state of things, 
with great differences in the value of money, it may 
generally be presumed that those countries, which 
have die ^eatest abundance of exportable commodi- 
ties, are either rich, or in the way rapidly to become 
rich.* 



^ * Thif coaclufion may appear to contradict the doctrioe of the Uvtl of the pre- 
cioui metals. And to it doei, ' if by lecd be meant level of value estimated in the 
oaual way. I oooiider that doctrine, indeed, ai quite unsupported by facti. The pre* 
eiaos metah are always tending to a state of rest, or such a state of things as to make 
their movement unnecessary. But when this state of rest has beeu nearly attained, 
and the eiehanges nf all countries are nearly at par, the value of the precious metals 
in diflEbreot countries, estimated in com and labour, or the mass of commodities, is 
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It is of importance to ascertain this point ; that 
may not complain Of one of the most certaia proofis 
of the prosperous condition of a country. 



SECTION VII. 

On the Cauies which may misUad the Landlord in leUimg kit 
Landij to the Injury both of himself and the Country. 

In the progress of a country towards a high state of 
improvement, the positive wealth of the landlord 
ought, upon the principles which have been laid 
down, gradually to increase; although his relative 
condition and influence in society will probably rather 
diminish, owing to the increasing number and wealth 
of those who live upon a still more important siir* 
plus* — ^the profits of stock. 

The ^progressive fall, with few exceptions, in the 
value of the precious metals throughout Europe ; the 
still greater fall, which has occurred in the richest 
countries, together with the increase of produce which 
has been obtained from the soil, must all conduce to 
make the landlord expect an increase of rents on the 
renewal of his leases. But, in re-letting his farms, 
he is liable to fall into two errors, which are almost 
eoually prejudicial to his own interests, and to those 
01 his country. 

In the first place, he may be induced, by the im- 
mediate prospect of an exorbitant rent, offered by 

rtT}' fur indeed from bein; the fame. To he convinced of thi«, it is only wtrwnry 
to look at EnKlaiid, France, Poland, Rimiia, and India, when the exchanges are at 

ar. That Adam Smith, who proposes labour as the true measure of ▼aloe at all 
les and io all places, coald look around him, and yet «ay that the precious metals 
were always the highest in value b the richest count r'-es, has always appeared to utm 
aMMt unlike his usual atteotioo to found his theories on facts. 

* I have hinted before, that pro6ts mny, without impropriety, be called a surplot. 
Bot, whether surplus or not, they are the roovt iraporUnt source of wealth, ai thay 
are, beyond all questbo, the maiQ NUica of MCQimlatiofi. 
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farmers bidding against each other, to let his land to 
a. tenant without sufficient capital to cukivate it in 
the best way, and make the necessary improvements 
upon it. This is undoubtedly a most short-sighted 
policy, the bad effects of which have been strongly 
noticed by the most intelligent land-surveyors in the 
evidence lately brought before Parliament ; and have 
been particularly remarkable m Ireland, where the 
imprudence of the landlords in this respect, combin- 
ed perhaps with some real difficulty of finding su6^ 
stantial tenants, has aggravated the discontents of the 
country, and thrown the most serious obstacles in the 
way of an improved system of cultivation. The 
consequence of this error is the certain loss of all 
that future source of rent to he landlord, and wealth 
to the country, which arises from increase of pro^ 
duce. 

The second error to which the landlord is liable, is 
that of mistaking a mere temporary rise of prices, 
for a rise of sufficient duration to warrant an in« 
crease of rents. It frequently happens that a scarci- 

g^ of one or two years, or an unusual demand arising 
om any other cause, may raise the price of raw 
produce to a height at which it cannot be mamtained. 
And the farmers, who take land under the influence 
of such prices, will, on the return of a more natural 
state of things, probably fail, and leave their farms 
in a ruined and exhausted state. These short peri- 
ods of high price are of great importance in generat- 
ing capital upon the land, if the farmers are allowed 
to have the advantage of them ; but if they are grasp- 
ed at prematurely by the landlord, capital is destroy- 
ed instead of being accumulated ; and both the land- 
lord and the country incur a loss, instead of gaining 
a benefit. 

A similar caution is necessary in raising rents, even 
when the rise of prices seems as if it would be per- 
manent In the progress of prices and rents, rent 
ought always to be a little benind ; not only to af- 
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ford tke means of ascertaining whether Ae rise be 
temporary or permanent, but even in the letter case, 
to give a litde time for the accnmulation of eajpita] on 
the land, of which the landholder is sure to feel the 
foil benefit in the end. 

There i6 no just reason to believe, that if the 
landlords were to give the whole of their rents to 
their traants, corn would be more plentifiil and 
cheaper. If the view of the subject, taken in the 
preceding inquiry, be correct, the last additions made 
to our home produce are sold at nearly the cost of 

Sroduction, and the same quantity could not be pro- 
uced from our own soil at a less price, even vntnout 
rent The effect of transferring all rents to tenants, 
would be merely the turning them into gentlemefl, 
and tempting them to cultivate their farms under the 
superintendence of careless and uninterested haaliffs, 
instead of the vigilant eye of a master, who is de- 
terred from carelessness by the fear of ruin, and 
stimulated to exertion by the hope of a competence. 
The most numerous instances of successful indu5fr/, 
and well-directed knowledge, have been found among 
those who have paid a fair rent for their lands ; who 
have embarked tne whole of their capital in their un- 
dertaking ; and who feel it their duty to watch Cfver it 
with unceasing care, and add to it whenever it is pos- 
sible. 

But when this laudable spirit prevails among a 
tenantry, it is of the very utmost importance to the 
progress of riches, and the permanent increase of 
rents, that it should have the power as well as the 
will to accumulate; and an interval of advancing 
prices, not immecfiately followed by a proportionatj 
rise of rents, furnishes the most effective powers of 
this kind. These intervals of advancing prices, wb^^. 
not succeeded by retrograde movements, most poW- 
crfolly contribute to the progress of national wealtlf' 
And practically I should say, that when once a cha- 
racter of industry and economy has beeir established; 
temporary high profits are a more frequent and pow- 
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«rful source of accumulation than either an increase 
ed spirit of saving, or any other cause that can be 
named.* It is tl^ only cause which seems capable 
of accounting for the prodigious accumulation among 
individuals, which must have taken place in thi^^ 
country during the last war, and which left us with^ 
a greatly increased capital, notwithstanding the vast 
annual destruction of stock, for so lone a period. 

Among the temporary causes of hign pnoe, whick 
may sometimes mislead the landlord, it is necessary 
to notice irregularities in the currency. When they 
are likely to be of short duration, they must be treat- 
ed by the landlord in the same manner as years of 
unusual demand. But when they continue so long 
as they have done in this country, it is impossible 
for the landlord to do otherwise than to regulate his 
rent accordingly, and take the chance of being obli- 
ged to lessen it again, on the return of the currency 
to its natural state. 

' With the cautions here noticed in letting farms^ the 
landlord may fairly look forward to a gradual and 
permanent increase of rents ; and, in general, not 
only to an increase proportioned to the rise in the 
price of produce, but to a still further increase, arising 
from an increase in the Quantity of produce. 

If in taking rents, wnich are equally fair for the 
landlord and tenant, it is found that in successive 
lettings, they do not rise rather more than in propor- 
tion to the price of produce, it will generally be owing 
to heavy taxation. 

Though it is by no means true, as stated by the 
Economists, that all taxes fall on the neat rents, of the 
landlords, yet it is certainly true that they have little 
power of relieving themselves* It is also true that 
Aey possess a fund more disposable, and better adap- 

* Adas Smith ootices the bad eilectf of bi§h profits oo tbe haUti of the capitaliit 
Tbej nmy perhapi foaoliaei oecaiioa cxtfavagMiof* ; but feooralijr, 1 ihould nj, 
Ibat eitravagaot habiti were a nore frc^ueot cauae of a fcaQdtj'ot eapital aii4 
high profitf, than high profits of eitravagant habiti. 
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ted for taxation than any other. They are in coose* 

Jaence more frequently taxed, both directly and in- 
irectly. And if they pay, as they certamly do, 
many of the taxes which fall on the capital of the 
farmer and the wages of the labourer, as well as 
those directly imposed on themselves, they must ne- 
cessarily feel it in the diminution of that portion of 
the whole produce, which under other circumstances 
would have fallen to their share. 



SECTION VIIL 

On the strict and necessary Connexion of the Interests oj 
the Landlord and of the State in a Country which *ifK 
ports its own Population. 

It has been stated by Adam Smith, that the interest 
of the landholder is closely connected with that of 
the state;* and that the prosperity or adversity of 
the one involves the prosperity or adversity of the 
other. The theory of rent, as laid down in the pre- 
sent chapter, seems strongly to confirm this statement 
If imder any given natural resources in land, the 
main causes vvhich conduce to the interest of the 
landholder are increase of capital, increase of po- 
pulation, improvements in agriculture, and an in- 
creasing demand for raw produce occasioned by the 
prosperity of commerce, it seems scarcely possible 
to consider the interests of the landlord as separated 
from those of the state and people. 

Yet it has been said by Mr. Ricardo that, ^^ the in- 
terest of the landlord is always opposed to that of the 
consumer and the manufacturer,''! that is, to all the 

• Wealth of Nations, Book I. c. xi. p. 394. 6th edit 
t Prioe. oTPoUt. Econ. c xxiv. p. 423^ 8d edit. 
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Other orders in .he state. To this opinion he has 
been led, very consistently, by the peculiar view he 
has taken of rent, which makes him state, that it is 
for the interest of the landlord that the cost attending 
the production of corn should be increased,* and that 
improvements in agriculture tend rather to lower than 
to raise rents. 

If this view of the theory of rent were just, and it 
were really true, that the income of the landlord is 
increased by increasing the difficulty, and diminished 
by diminishing the facility, of production, the opi- 
nion would unquestionably be well founded. But if, 
on the contrary, the landlord's income is practically 
found to depend upon natural fertility ol soil, im- 
provements in agriculture, and inventions to save la- 
bour, we may still thinks with Adam Smith, that 
the landlord's interest is not opposed to that of the 
country. 

It is so obviously true, as to be hardly worth stat- 
ing, that if land of the greatest fertility were in such 
excessive plenty compared with the population, that 
every man might help himself to as much as he want- 
ed, there would be no rents or landlords properly so 
called. It will also be readily allowed, that if in this 
or any other country you could suppose the soil sud- 
denly to be made so fertile, that a tenth part of the 
surface, and a tenth part of the labour now employed 
upon it could more than support the present popula- 
tion, you would for some time considerably lower rents. 

But it is of no sort of use to dwell upon, and draw 
general inferences from suppositions wnich never can 
take place. 

What we want to know is, whether, living as we 
do in a limited world, and in countries and districts 
still more limited, and under such physical laws relat- 
ing to the produce of the soil and the increase of 
population as are found by experience to prevail, the 

* Princ. of Polit. Econ. c. uiV. p. 4^3. 2d ec^it. 
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interests of the landlord are ^nerally omiosed tD 
those of the society. And in this view of the sub| ed, 
the qnestion may be settled by an appeal to the most 
incontrovertible principles confirmed by the most glar- 
ing facts. 

vVhatever fanciful suppositions we may make 
about sudden improvements in fertility, nothing of 
this kind which we have ever seen or heard of in prac- 
tice, approaches to what we know of the power erf 
population to increase up to the additional means of 
subsistence. 

Improvements in 9griculture, bowev^ consideraMe 
they may finally prove, are always found to be partial 
and gradual. And as, where they prevail to any ex- 
tent, there is always an effective demand for hbour, 
the increase of population occasioned by the increas- 
ed facility of procuring food, soon overtakes the ad- 
ditional produce. Instead of land being thrown out 
of employment, more land is cultivated, owing to the 
cheapness of the instruments of cuhivation, and un- 
der these circumstances rents must rise instead oi faU. 
These results appear to me to be so completely con- 
firmed by experience, that I doubt, if a single in- 
stance in the history of Europe, or any other part of 
the world, can be produced, where improvements in 
agriculture have been practically found tx> lower 
rents. 

I should further say, that not only have improve- 
ments in agriculture never lowered rents, but that 
they have been hitherto, and may be expected to be 
in future, the main source of the increase of rents, in 
almost all the countries with which we are acquaint- 
ed. 

It is a fundamental part of the theory which has 
been explained in this chapter, that, as most countries 
consist of a gradatir)n of soils, rents rise as cultiva- 
tion is pushed to poorer lands ; but still the connex- 
ion between rent and fertility subsists in undiminish- 
ed force. The rich lands are those which yield the 
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rents, not the foor ones* The poor lands are only 
cultivated, because the increasing population is call- 
ing forth all the resources of the country, and if 
there were no poor soils, these resources would still 
be called forth ; a limited territory, however fertile, 
would soon be peopled ; and without any increase of 
difficulty in the production of food, rents would 
rise. 

It is evident thra, that difficulty of production has 
no kind of connexion with increase of rent, except 
as, in the actual state of most countries, it is the na- 
tural consequence of an increase of capital and popu- 
lation, and a fall of profits and wages ; or, in other 
words, of an increase of wealth. 

But after all, the increase of rents which results 
from an increase of price oc^^asioned solely by the 
greater quantity of labour and capital necessary to pro- 
duce a given quantity of corn on fresh land, is very much 
more limited than has been supposed ; and by a re- 
ference to most of the countries with which we are 
acquainted, it will be seen that, practically, improve- 
ments in agriculture and the saving of labour on the 
land, both have been, and may be expected in future 
to be, a much more powerful source of increasing 
rents. 

It has already been shewn, that for the very great 
increase of rents which have taken place in this coun-' 
try during nearly the last hundred years, we are 
mainly indebted to improvements in agriculture, as 
profits have rather risen than fallen, and little or no- 
thing has been taken from the wages of families, if 
we mclude parish allowances, and the earnings of 
women and children. Consequently these rents must 
have been a creation from the skill and capital em- 
ployed upon the.land, and not a transfer from profits 
and wages, as they existed nearly a hundred years 

The peculiar increase of rents, which has taken 
place in the Highlands of Scotland during the last 
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half century, is well known to have been oocastooad 
in a great degree by the saving of labour on the lancL 

In Ireland, neither the wages of labour, nor the 
profits of stock on the land seem as if they could ad- 
mit of any considerable reduction ; but there can be 
BO doubt that a great augmentation of rents might be 
effected by an improved system of agriculture, and a 
prosperous commerce, which, at the same time that it 
would sweep into flourishing cities the idlers which 
are now only half employed upon the land, would oc- 
casion an increasing aemand for the products of ag- 
riculture, while the rates of profits and wages might 
remain as high as before. 

Similar observations may be made with regard to 
Poland, and indeed almost all the countries of £urope. 
There is not one, in which the real wages of labour 
are high, and scarcely one in which the profits of ag- 
ricultural stock are known to be considerable. If no 
improvements whatever in agriculture were to take 
place in these countries, and the future increase of 
their rents were to depend upon an increase of price 
occasioned solely by the increased Quantity of labour 
necessary to produce food, I am inclined to think that 
the progress of their rents would be very soon stopped. 
The present rates of profits and wages are not such as 
would admit of much diminution ; and without in- 
creased skill in cultivation, and especially the savine 
of labour on the land, it is probable that no soils mticn 
poorer than those which are at present in use, would 
pay the expense of cultivation. 

Even the rich countries of India and South Ameri- 
ca are not very differently circumstanced. From all 
the accounts we have received of these countries, I 
cannot believe that agricultural profits are high, aod 
it is certain that the real wages of labour are in gene- 
ral low. And though profits and wages are not to- 
gether so low as to prevent an increase of rents from 
an increase of cultivation without improvements in 
agriculture ; yet I qonceive that their possible in- 
crease in this way would be quite trifling, compared 
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with what it might be under an improved system of 
cultivation, and a prosperous commerce, even without 
any transfer from the labourer or cultivator. 

The United States of America seem to be almost 
the only country mth which we are acquainted, 
where the present wages of labour and the profits of 
agricultural stock are sufficiently high to admit of a 
considerable transfer to rents without improvements 
in agriculture. And probably it is only when the skill 
and capital of an old and industrious country are em- 
ployed upon a new, rich, and extensive territory, 
under a free government, and in a favourable situation 
for the export of raw produce, that this state of things 
can take place. 

in old states, experience tells us that wages may be 
extremely low, and the profits of the cultivator not 
high, while vast tracts of good land remain uncultivat- 
ed. It is obvious indeed, that an operose and igno- 
rant system of cultivation combined with such a 
faulty distribution of property as to check the pro- 
gress of demand, might keep the profits of cultivation 
low, even in countries of the richest soil. And there 
is little doubt, from the very large proportion of peo- 
ple employed in agriculture in most unimproved ter- 
ritories, that this IS a case which not unfrequeutly 
occurs. But in all instances of this kind, it must be 
allowed, that the great source of the future increase 
of rents will be improvements in agriculture and the 
demand occasioned by a prosperous external and in- 
ternal commerce, and not the increase of price occa- 
sioned by the additional quantity of labour required to 
produce a given quantity of corn. 

If, however, in a country which continues to grow 
nearly its own consumption of com, or the same pro- 
portion of that consumption, it appears that every sort 
of improvement which has ever been known to take 
place in agriculture, manufactures or commerce, by 
which a country has been inriched, tends to increase 
rents, and every thing by which it is impoverished, tends 
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to lower them, it must be allowed that the inter^ts of 
the landlord, and those of the state are, under Che cir- 
cumstances supposed, absolutely inseparable. 

Mr. Ricardo, as I have before intimated, tstk^only 
one simple and confined view of the progress of rent 
He considers it as occasioned solely by the increase of 
price, arising from the increased difficulty of prodoc- 
tion.* But if rents in many countries may be dou- 
bled or trebled by improvements in agriculture, while 
in few countries they could be raised a fourth or a Afdij 
and in some not a tenth, b^ the increase of price aris- 
ing from the increased difficulty of production, must 
it not be acknowledged, that such a view of rent em- 
braces only a very small part of the subject, aad con- 
sequently that any general inferences from it must be 
utterly inapplicable to practice ? 

It sliould be further observed, in reference to im- 

Srovements in agriculture, that the mode in which 
fr. Ricardo estimates the increase or decrease of 
rents is quite peculiar ; and this peculiarity in the use 
of his terms tends to separate his conclusions still far- 
ther from truth as enunciated in the accustomed lan- 
guage of political economy. 

Inspeakin? of the division of the whole produce of 
the land andlabour of the country between the three 
classes of landlords, labourers, and capitalists, he iias 
the following passage. 

" It is not by the absolute quantity of produce ob- 
tained by either class, that we can correctly judge of 
the rate of profit, rent, and wages, but by the quanti- 
ty of labour required to obtam that produce. By im- 
provements in machinery and agriculture the whole 
produce may be doubled ; but if wages, rent and pro- 
fits be also doubled, they will bear the same propor- 
tioiis to one another as before. But if wages partook 

• Mr. Ricardo always leenss to auume, that increaied difficulties thrown in tk« 
way of production will be overcome by increased price, and that the same quMnW 
will be produced But this is an unwarranted assumption. When is the incresiM 
price to conM from ? Kxi increase of difficulty in the actaal state of a country • 
resoarcei will always tend to dimioiih produce. 
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not of the whole of this increase^ if they, instead of 
being doubled, were only increased one half; if rent, 
instead of being doubled, were only increased three- 
fourths, and the remaining increase went to profit, it 
would, I apprehend, be correct for me to say, that 
rent and wages had fallen while profits had risan. 
For if we had an invariable stanaard by which to 
measure the value of this produce, we should find that 
a less value had fallen to the class of labourers and 
landlords, and a greater to the class of capitalists than 
had been given tefore."* 

A little farther on, having stated some specific jnto- 
portions, he observes, ^^ In that case I snould say, 
that wa^es and rent had fallen and profits risen, 
though, m consequence of the abundance of commo- 
dities, the quantity paid to the labourer and landlord 
would have increased in the proportion of 25 to 44."t 

In reference to this statement, I should observe, 
that if the application of Mr. Ricardo's invariable 
standard of value naturally leads to the use of sueh 
language, the sooner the standard is got rid of, the 
better, as in an inquiry iato the nature and causes of 
the wealth of nations, it must necessarily occasion 
perpetual confusion and error. For what does it re- 
quire us to say ? We must say that the rents of the 
landlord have fallen and his interests have suffered, 
when he obtains as rent above three-fourths more 
of raw {HToduce than before, and with that produce 
will shortly be able, according to Mr. Ricardo's own 
doctrines, to command three-fourths' more labour. 
In applying this language to our own country, we 
must say that rents have fallen considerably during 
the last forty years, because, though rents have great- 
ly increased in exchangeable value, — in the command 
of money, corn, labour and manufactures, it appears, 
by the returns to the Board of Agriculture, that they 



• Prine. of Polit Eeoo. chap. i. p. 43. td edit. 
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are bow oa\y a fifth of the gross produce,* whereas 
they were fomerly a fourth or a third. 

in reference to labour, we must say that it is low 
in America, although we have been hitherto in the 
habit of considering it as very high, both in money 
value and in the command of the necessaries and coo- 
veniences of life. And we must call it high in Swe- 
den ; because, although the labourer only earns low 
money wages, and with these low wages can obtain 
but few of the necessaries and conveniences of life; 
yet, in the division of the whole produce of a labori- 
ous cultivation on a poor soil, a larger proportion may 
go to labour.f 

Into this unusual language Mr. Ricardo has been 
betrayed by the fundamental error of confounding cost 
and value, and the further error of considering* raw 
produce in the same light as manufactures. It might 
be true, that if, by improvements in niachijierj, die 
produce of muslins were doubled, the increased quan- 
tity would not command in exchange a greater quan- 
tity of labour and of necessaries than before, and 
would have little or no effect therefore on populatioB. 
But Mr. Ricardo has himself said, that ^^ if improve- 
ments extended to all the objects of the hbourer^s 
consumption, we should find him probably, at the 
end of a very few years, in possession of only a smallg 
if any addition to his enjoyments."! Consequently, 
according to Mr. Ricardo, population will increase ia 
proportion to the increase of the main articles coa- 
sumed by the labourer. 

* Report! (two the Lordi on the Corn Lnwt, p. 66. 

f It in fpecifically thit uouwal application of commoo tenni which has rrndered 
Mr. Ricardo*f work so difficult to he uudentood by many p«>opIe. It require io- 
deed a coosUnt and laborious eflbrt of the mind to recollect at all times wh^t <> 
meant by hif^h and low rents, and high or low wae« «. In other respects, it ba? si- 
ways appeared to me that tlie style in which the work ig written, is perfwlly clesr. 
It it nerer obacore, but when either the view iUelf is erroneous, or ttmiveiaed 
in ao unusual tense. 

I Prioc of Polit. Ecoo. ch. i. p. 9. 
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But if population increases according to the neces- 
saries which the labourer can command, the increased 
quantity of raw produce which falls to the share of 
the landlord must increase the exchangeable value of 
his rents estimated in labour, corn and commodities. 
And it is certainly by real value in exchange, and not 
by an imaginary standard, which is to measure pro- 
portions or cost in labour, that the rents and interests 
of landlords will be estimated. It would often hap- 
pen, that after improvements had been taking place, 
rents would rise according to the a'ccustomed and 
natural meaning attached to the term, while they 
might fall according to the new mode of estimating 
them adopted by Mr. Ricardo. 

I need hardly say, that, in speaking of the interests 
of the landlord, I mean always to refer to what I 
should call his real rents and his real interests ; that 
is, his power of commanding labour, and the neces- 
saries and conveniences of life, whatever proportion 
these rents may form of the whole produce, or what- 
ever quantity of labour they may have cost in pro- 
ducing.* But in fact, improvements in agriculture 
tend, m a moderate time, even according to the con- 
cessions of Mr. Ricardo, to increase the proportion of 
the whole produce which falls to the landlord's share ; 
so. that in any way we can view the subject, we must 
allow that, independently of the question of importa- 
tions, the interest of the landlord is strictly and ne- 
cessarily connected with that of the state. 



* This interpretatkxi of the term rent it, I conceive, itrictly consiiteot with my 
first de6nitioo of it. I call it that portiim (not froportien) of the value of the pro* 
duee which goes to the landlord ; and if the value of the whole produce of any given 
quantity of land increases, the portion of value which goes to tne landlord may in- 
crease considerably, although the proportion which it hears to the whole may di. 
ninisb. Mr. Ricardo has himself exprmsly stated, p. 503. that whatever sum th« 
produce of land sells for above the costs of cultivating it, is money rent. But if it 
continually happens that money rent rises, and is at the same time of greater real 
value in eschange, although it bears a less proportion to the value of the whole pro 
duce from the land in (question, it is quite obvious that neither money rent qor real 
rent is regulated by this proportion. 

22 
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SECTION IX. 

On the Connexion of the Interetts of the LMtuUord and of 
the State, in Countries which import Com. 

The only conceivable doubt which can arise respect- 
ing the strictest union between the interest of the 
landlord and that of the state, is in the question of 
importation. And here it is evident, that at all 
events the landlord cannot be placed in a worse situa- 
tion than others, and by some of the warmest friends 
of the freedom of trade, he has justly been consider- 
ed as placed in a much better. No person ba5 erer 
doubted that the individual interests of the manufac- 
tures of woollen, silk, or linen goods, might he ia- 
jured by foreign competition ; and few would deny 
that the importation of a large body of labourers 
would tend to lower wages. Under the most unfa- 
vourable view, therefore, that we can take of the 
subject, the case of the landlord with regard to im- 
portation is not separated from that of the other dasa- 
es of society. 

But it has been stated by no less an authority (ban 
that of Adam Smith, that the freest importauon of 
cora and raw produce cannot injure the farmers and 
landlords ;* and it is almost universally allowed, that 
from the bulky nature of raw produce, it must fl^' 
sarily be more protected from foreign competition 
than almost any other commodity. 

The statement of Adam Smith is unquestionaWjr 
too strong. The other is strictly true. Yet still it 
must be acknowledged, that the individual interests 
of landlords may suner from importation, thovgb not 
nearly so much as the interests of some of the other 
classes of society. My reasons for thinkin|[ that, tn 
some cases which are likely to occur, tjie diminution 
of rents which would be sustained in this wah 
would not be counterbalanced by proportionate ad- 

* WmIUi of NaUoos, Book IV. ch. ii. p. 189. 6th edit. 
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Tantages to the state, I have given at sotoe length in 
the filth edition of my Essay on the Principle of 
Population,* and to them I refer die reader. 

But I will add a remark, which, if just, is certain- 
ly very important ; namely, that the employment of 
capital upon the land in the way in which it is not 
unfrequently employed, appears to me the only con- 
siderable case where practically, and as the business 
is really conducted, the interest of the individual and 
of the state are not proportioned to each other. 

If land were always considered as a merchantable 
instrument, thought and sold merely with a view to 
the profit which might be made of it, and worked 
exclusively by the proprietors, every increase of value 
and power which tne instrument might acquire from 
being used and improved, would naturally enter into 
the computation in deciding whether a capital might 
be more profitably employed on land, or in com- 
merce and manufactures ; and the advantage to the 
state, from the employment of such capital, would 
in general be proportioned in both cases to the ad- 
vantage gained by individuals. But, practically, this 
state of Uiings rarely exists. A very large portion of 
the lands of most European countries is kept out of 
the market by the right of primogeniture, the prac- 
tice of entails, and the desire of maintaining a landed 
influence ; and that part which is purchased by the 
mercantile classes, and others who have acquired 
moveable property, is generally purchased rather with 
a view to secure a revenue from the wealth already 

fained, and a share in the influence of the old land- 
olders, than to the means of making or increasing 
their fortunes. The natural consequence of these ha- 
bits and feelings in the great body of landholders is, 
Aat the cultivation of the country must be chiefly 
carried on by tenants. And indeed it is allowed, that 
not only the common routine of farming is principal- 



• Vol. ii. Book III. chap. !sii. 
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ly conductedkby persons who are not proprietors^ but 
that even a very lar^e part of the great permaDeol 
improvements in agriculture, and in the iDstrumeDts 
and modes of cultivation w^hich have so peculiarly 
distinguished the last thirty years, has been effected 
by the capitals of the same class of people. 

But if it be true, as I fully believe it is, that a very 
large part of the improvements which have taken 
place on the soil, has been derived from the capital, 
skill and industry of tenants, no truth can be more 
distinct and incontrovertible than that the advantage 
which such individuals have derived from a capiuil 
employed in agriculture, compared witli a capkal 
employed in commerce and manufactures, cannot 
have been proportioned to the advantages derived by 
the country ; or, in other words, that the interests of 
individuals in the employment of capital, have not 
in this case been identified with the interest of the 
state. 

This position will be made perfectly clear, if we 
examine attentively what would be the relative effect 
to the individual and the state of the employment of 
a capital of 10,000t in agriculture, or in manukc' 
tures under the circumstances described. 

Let us suppose that a capital of W,000l might 
be employed in commerce or manufactures for twen- 
ty years, at a profit of about twelve per cent., and 
that the capitalist might retire, at the end of that 
term, with his fortune doubled. It is obvious thatf 
to give the same encouragement to the employment 
of such a capital in agriculture, the same or. nearly 
the same advantages must be offered to the individu- 
al. But in order to enable a person who empiop b^ 
capital on rented land to convert his 10,000^ in the 
course of twenty years into 20,000/. it is certain that 
he must make annually higher profits, in order to 
enable him to recover that part of his capital which 
he has actually sunk upon the land, and cannot with- 
draw at the end of the term; and then, if he has 
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been an essential improver, he must necetsarily leave 
the land to his landlord, at the end of the lease, worth 
a considerably higher rent, independently of any 
change in the value of the circulating medium, than at 
the commencement of it. But these higher annual 
returns, which are necessary to the farmer with a tem*^ 
porary tenure to eive him* the common pjofits of 
stock, are continuea, in part at least, in the shape of 
rent at the end of the lease, and must be so much 
gained by the state. 

In the case of the capital employed in commerce 
and manufactures, the profit to the state is proportion-* 
ed to the profit derived by the individual ; in the case 
of the capital employed in agriculture it is much 
greater ; and this would be true, whether the produce 
were estimated in money, or in corn and labour. In 
either way, under circumstances which in all proba* 
bility have actually occurred, the profits to the state 
derived from the capital employed in agriculture 
might be estimated perhaps at fourteen or fifteen per 
cent, while the pronts to the individuals, in both cases, 
may have been only twelve per cent. 

bir John Sinclair, in his Husbandry of Scotland, 
has given the particulars of a farm in East Lothian, 
in which the rent is nearly half the produce ; and the 
rent and profits together yield a return of fifty-six 
per cent on the capital employed. But the rent and 
profits together are the real measure of the wealth 
derived by the country from the capital so employed ; 
and as the farm described is one where the con- 
vertible husbandry is practised, a system in which the 
greatest improvements have been made of late years, 
Siere is little doubt that a considerable part of this in- 
crease of wealth had been derived from the capital 
of the tenant who held the farm previous to the re- 
newal of the lease, although such increase of wealth 
to the state could not have operated as a motive 
of interest to the individual so employing his stock. 
If then during the war no obstacles had occurred 
to the importation of foreign corn, and the profits of 
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agriculture had in consequence bc^en odI j ten per cent 
while the profits of commerce and manufactures weic 
twelve, the capital of the country would of course 
have flowed towards commerce and manufactures; 
and measuring the interest of the state, as usoai, bj 
the interest of individuals, this ivould have been a 
more advantageous direction of it, in the proportim 
of twelve to ten. But, if the view of the subject just 
taken be correct, instead of a beneficial directum oi 
it to a profit of twelve per cent from a profit of ten 
per cent, as measured by the interests of the iodi- 
viduals concerned, it might have been a disadvanta- 
geous direction of it to a profit of onlj tweive per 
cent, from a profit of fourteen per cent, as measured 
by the interest of the state. 

It is obvious therefore (hat the natural* restricdons 
upon the importation of foreign com during the wbt, 
by forcibly raising the profits of domestic cultivatiooy 
may have directed the capital of the country iofo a 
channel more advantageous than that into which it 
would otherwise have flowed, and instead of imve- 
ding the progress of wealth and pc^lation, asatnrst 
one should certainly have expected, may have decid- 
edly and essentially promoted it. 

And this, in fact, such restrictions not oaly way, 
but must do, whenever the demand for corn growa at 
home is such, that the profits of capitals emphyed 
on the new lands taken into cultivation, joined to the 
rents which they generate, form together greater re- 
turns m proportion to the stock employed, than there- 
turns of the capitals engaged in commerce and maaa- 
factures ; because, in this case, though foreign com 
might be purchased, without these restrictions, ai a 
cheaper money price than that at which it couM 
be raised at home, it would not be purchased at so 

• It 18 oT great importance alirafs to reoollfct that the hifb price of <»« **[ 
1798 to 1814 was occasioned by the war and the veaton»,— not hy corn-lawj ; «w 
that a country irith open porU may be robjected to rery great allernatioM of p«"»^ 
m war and lo peace. 
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ssiall an expense of capital and labour,^ which is 
the true proof of the advantageous employment of 
stock. 

But if the progress of w^akh has been rather ac- 
celerated than retarded by such restrictions upon the 
imponation of foreign corn, on account of the greater 
quantity of raw produce that has been purchased by 
a given quantity of capital and labour at home, than 
could have been purchased by the same quantity of 
capital and labour from abroad, it is quite obvious 
that the population must have been accelerated rather 
than retarded ; and certainly the unusually rapid in«^ 
crease of population which is known to . have taken 
place during the last ten or fifteen y«ars of the war 
so oMich beyond the average of the century, tends 
strongly to confirm this conclusion. 

The position here laid down may appear to be 
radier startling ; but the reader will see how it is li- 
mited, it depends for its general effects upon per- 
manent improvements being made by a capital wnich 
has only a temporary interest in the fruits of such im- 
provements; and, in reference to restrictions upon 
importation, it depends upon the circumstance that 
these restrictions by the mcreased demand for the 
products of domestic agriculture which they create, 
should have the effect of occasioning improvements 
which would otherwise not have taken place. But 
neither of these usual concomitants are absolutely 
necessary. 

Considerable quantities of capital might be employ- 
ed upon the land, and a temporary increase of demand 
for domestic produce might take place, without 

* IfrMtrictioQi upon importation ntccwarily iocreaaed the quantity of labour aod 
capital required to obuio corn, ttiey could not of conne be defended for a moneiit. 
with a riew to wealth and productive power. But if by directing capital to the land 
tbey OGcatioo permaaeot ivtpronemeotf, the whole question i% c&ngvd* Feroancvt 
iraprovemeots in agriculture are like the acquisition of additional land. Even bow- 
ever, if tbey had no effect of this kind, tbey might be deiirable on other grounda yet 
more important Late events must make us cootemplate with no small alann a great 
increase ra the j^rvfortion of oor manobeturiog po|^ation, both with refcfence to (he 
happioets and to the liberty of our country. 
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permanent improyements in agriculture. Ail that is 
meant to be said is, that when, under such cirrum- 
stHQces, permanent improvements in agriculture are 
really made, and rent is created, it is impossible to re- 
sist the conclusion, that to such extent the interest 
of the state in the exchangeable value created by such 
capital,* is decidedly greater than the interest of the 
individual. 

This consideration, combined with those before 
adverted to, may make it at least a matter of doubts 
whether even in the case of restrictions upon the im- 
portation of foreign corn, the interest of the state may 
not sometimes be the same as that of the iBiidlords. 
But no such doubt exists respecting a re^ti ictiou upon 
the importation of other commodities. And when we 
add, that in a state of perfectly free intercourse, it is 
eminently the interest of those who li\e upon the 
rents of land, that capital and popularion should ta- 
crease, while to those who live upon the profits of 
stock and the wages of labour, an mcrease of capital 
and population is, to say the least of it, a much more 
doubtful benefit ; it may be most safely asserted, that 
the interest of no other class in the state is so nearly 
and necessarily connected with its wealth and power, 
as the interest of the landlord. 



SECTION X. 
General Remarks on the Surplus Produce of the Land 

It seems rather extraordinary that the very great bene- 
fit which society derives from that surplus produce of 
the land which, in the progress of society, falls main- 

• I refer to eichangeable Talue and rate of pro6ti. not to aboodance of comreaico- 
ces and laxuriet. lo aloioil all improvemeotfl id machioerj, the state it ultiinatelj 
■ore beoeated than the produeert, but not io reference ,to rate of proBls and real 
value in eichaoge. 
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ly to the landlord in the shape of rent, should not yet 
be fully understood and acknowledged. I have call- 
ed this surplus a bountiful gift of Providence, and am 
most -decidedly of opinion, that it fully deserves the 
appellation, fiut Mr. Ricardo has the following pas- 
sage : — 

*^ Nothing is more common than to hear of the ad- 
vantages which the land possesses over every other 
source of useful produce, on account of the surplus 
which it yields in the form of rent. Yet when land is 
most abundant, when most productive and most fertile^ 
it jTields no rent; and it is only when its powers decay, 
and less is yielded in return for labour, tnat a share of 
the original produce of the more fertile portions is set 
apart i&r rent It is singular that this quality in the 
l€md, which should have been noticed as an imperfec- 
tion, compared with the natural agents by which manu- 
(actures are assisted, should have been pointed out as 
constituting its peculiar pre-eminence. If air, water^ 
the elasticity of steam, and the pressure of the atmos- 
phere were of various qualities, if they could be ap- 
propriated, and each quality ejusted only in moderate 
abmidance, they, as well as the land, would afford a 
rent, as the successive qualities were brought into use. 
With every worse quality employed, the value of the 
commbdittes in the manufacture of which they were 
used would rise, because equal quantities of labour 
would be less productive. Man would do more by 
the sweat of h»-brow, and nature perform less, and 
the land wmild beno longer pre-eminent for its limit- 
ed powers." 

^^ if the surplus produce which the land affords in 
the form of rent be an advantagp, it is desirable that 
every year the machinery newfy constr4icted should 
be less efficient than the old, as that would undoubted- 
ly give a greater exchangeable value to the goods 
manufactured, not only by that machinery, but by aU 
the other machinery in the kingdom ; and a rent 

23 
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would be paid to all those who possessed the nioa 
productive machinery."* 

I Now, in referring to a gift of Providence, we sbouk 
surely speak of its value in relation to the lai^fs and 
constitution of our nature, and of the world io \^hici] 
we live. But, if any person will take the trouble ta 
make the calculation, he will see that if the necessa* 
ries of life could be obtained without limit, and the 
number of people could be doubled every twenty-five 
years, the population which might have been produc- 
ed from a smgle pair since the Christian aera, ^roold 
have been sufficient, not only to fill the earth quite 
fiill of people, so that four should stand in every square 
yard, but to fill all the planets of our solar system in 
the same way, and not only them, but all the planeCs 
revolving round the stars which are visible to the nak- 
ed eye, supposing each of them to be a sun, and to 
have as many planets belonging to it as our sun has. 
Under this law of population, which, excessive as it 
may appear when stated in this way, is, I firmly be- 
lieve, best suited to the nature and situation of man, it 
is quite obvious that some limit to the production of 
food, or some other of the necessaries of life, must 
exist. Without a total change in the constitution of 
human nature, and the situation of man on earth, the 
whole of the necessaries of life could not be furnished 
in the same plenty as air, water, the elasticity of steam, 
and the pressure of the atmosphere. It is not easy to 
conceive a more disastrous present— one more likely 
to plunge the human race in irrecoverable misery, than 
an unlimited facility of producing food in a limited 
space. A benevolent Creator then, knowing the 
wants, and necessities of his creatures, under the laws 
to which he had subjected them, could not, in merc^, 
have furnished the whole of the necessaries of life m 
the same plenty as air and water. This shews at 
once the reason why the former are limit^ in quan- 
tity, and the latter poured out in profusion. But if it 
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be granted, as it must be, that a limitation in the 
jK>wer of producing food is obviously necessary Iq 
man confined to a limited space, then the value of the 
actual quantity of land which he has received, de- 
pends upon the small quantity of labour necessary to 
i¥ork it, compared with the number of persons which it 
will support ; or, in other words, upon that specific 
surplus so much under«rated-by Mr. Ricardo, which 
by the laws of nature terminates in rent 

If manufactured commodities, by the gradations of 
machinery supposed by Mr. Ricardo, were to yield a 
rent, man, as he observes, would do more bv the 
sweat of his brow ;* and supposing him still to ob- 
tain the same quantity of commodities, (which, how- 
ever, he would not,) the increase of his labour would 
be in proportion to the greatness of the rent sq 
created. But the surplus, which a given quantity of 
land jrields in the shape of rent, is totally different 
Instead of being a measure of the increase of labour, 
which is necessary altogether to produce the quantity 
of com which the >land can yield, it is finally an ex- 
act measure of the relief from labour in the produc- 
tion of food granted to him by a kind Providence. 
If this final surplus be small, the labour of a large 
portion of the society must be constantly employed m 
procuring, by the sweat of their brows, the m^re 
necessaries of life, and society must be most scantily 
provided with convenient luxuries, and leisure ; while 
if this surplus be large, manufactures, foreign luxu- 
ries, arts, letters and leisure may abound. 

It is a little singular, that Mr. Ricardo, who has, in 
general, kept his attention so steadily fixed on perma* 
nent and final results, as even to define the natural 

* That if, toppofiBg the gradations were toirard« wone maciiiuery, »oroe of which 
it was necenary to one, but not otherwiie. The reason why manufactures and nece*- 
nriei will not adnoit of comparifoo with rpgard to reoti it, that nrcewariet, in h 
limited territory, are always teodiofs to the same exchangenble value, whether xUvy 
have rott little or much lahonr ; but manufoctures, if not suhryecled to an artificial 
jDOOopoly, mutt fall with the facility of producinf; tbea We cannot therefore 
luppoae the price to be given ; but if we could, facility of profluction wotildf in both 
caiet, be equally a meanire oif relief from labour. 
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pnce of labour to be, that price which woiihlaniirtaii 
a stationary popolation, altbtnigb such s price caiiBot 
geoeraHy occur uader moderately good saretmBmim 
and in an ordinary state of thiiigs for moHkeib of 
years, has always, in treating of rent, adopted ao op 
posite course, and referred almost endreiy to tenpo- 
rary effects. 

It is obyiously with this sort of reference, that Ir 
has objected to Adam Smith for saying that, in m 
countries a greater share of the produce would belong 
to the landlord than in corn countries, and that rrots 
in this country would rise, if potatoes were to become 
the far^ourite vegetable food ot the coromon people^ k- 
stead of com.* Mr. Ricardo could not but alkiW} 
indeed he has allowed,t that rents would be fiDBUr 
higher in both cases. But he immediately suppoMs 
that this change is put in execution at once, and re- 
fers to the temporary result of land being tfcrown out 
of cultivation. Even on this supposition howerar, 
all the lands which bad been thrown up, wovid k 
cultivated again in a very muck less time, tbao it 
would take to reduce the price of labour, in a DaOi- 
ral state of things, to the maintenance only of a sia^ 
tionary population. And therefore, with a view to 
permanent and final results, which ane the lesoto 
which Mr. Ricardo has mainly considered thfoogitfi^ 
his work, he ought to have allowed the truth ^Mma 
Smithes statements. 

But, in point of fact, there is every probability that 
not even a temporary fall of rent would lake pki^ 
No nation ever has changed or ever will change the 
nature of its food all at once. The process, both ii 
reference to the new system of eultivadoo te b^ 
adopted, and the new tastes to be generated, mu^j. 
necessarily be very slow. In the greater portion w 
Europe, it is probable, that a change from cora te 



• Wetltb of Natioat, vol. i. Book I. c. si. pp. 248— 2d«. 6tbedit 
f Print, of Polit. Ecoo. cb. iziv. p. 423. 
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ficeeeyU nefier take j^iace; and whom it twAd^ it 
would roquire such great lurofiaiaidoiis far inigatioBv 
as to give ample time for an incoease ot poimlatiiaa 
fully equal to the increased quantity of feod^ prQduo*< 
ed. la those countries where rice is actually grown, 
the rents are known lobe very high* Dt. ^ucttanan^ 
in his valuable travels through the Mysore^ sayi^ that 
in the watered lands below the (xhifltSy thegovernnient 
was in the habit of taking tw»-thirdA of the ece^* 
This is an smount of rent whichi probably no lands 
cultivated ia corn can ever yield ; and in those parts 
of India and other couatye^, whene aa aefeuai chanse 
has taken place from the cuhivation of com to the 
cultivation of rice, I have little doubt that rents hare 
not only finally risen very considerably, but have risen 
even during the progress of the change. 

With regard to potatoes, we have very neair to us 
an opportunity of studying the effeets^ of theif becomr- 
ing the vegetablie food of the great mass of a peophi. 
The population of Ireland has increased faster) during 
the last hundred years, than that of any other country 
in Europe ; and undisr its actual govenment, thia £wt 
cannot be rationally accounted for, but from the in^ 
troductioQ and gradual extension of the use of ti» 
potatoe. lam persuaded, that had it not bf^n for 
the potaitoe, the populatioa of Ireland would not haiw 
more than doubled, insteaii c^ quadvuded, during th^ 
hat century This increase of population has pror 
vented lands from being thrown out of cultivation, or 
^ven greater value to natural po^ure, at the same 
time t£a^ it has occasioned a great faU in the con- 
parative money wages of lal»ur. This fall, expee 
rienee teU» us, has not been accompanied b^ a pro- 
Smtionate rise of profits, and the consequence is a cen^ 
aideraUe rise of rents. The wheat, oats and cattle 
of Iselftnd are sold to England and bear English 



• V«l. ii. p. 212. 
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Bey prices, while they are cultivated and tended bj 
labour paid at half the money price ; a state of things 
which must greatly increase either the revenue de- 
rived from profits, or the revenue derived from rents; 
and practical information assures us, that it is the lat- 
ter which has derived the greatest benefit from it 

I think, therefore, that though it must lead to 
great errors, not to distinguish very decidedly the 
temporary rates of wages from their final rates, h 
would lead to no such error to consider the tempora- 
ry effects of the changes of food which have been re- 
ferred to, as of the same, kind with their final effects, 
that is, as tending always to raise rents. And J am 
convinced, that if we make our comparisons with any 
tolerable fairness, that is, if we compare countries 
under similar circumstances, with respect to extent, 
and the quantity of capital employed upon the soil 
which is obviously the only fair mode of comparing 
them, we shall find that rent will be in proportioo 
to the natural and acquired fertility of the land. 

If the natural fertility of this island had been 
double what it is, and the people had been equally 
industrious and enterprising, the country would, ac- 
cording to all just theory, have been at this time 
doubly rich and populous, and the rents of land much 
more than double what they are now. On the other 
hand, if the soil of the island had possessed on)y 
half its present fertility, a small portion of it only, 
as I stated on a former occasion, would have admit- 
ted of com cultivation, the wealth and population ol 
the country would have been quite inconsiderab)^ 
and rents not nearly one half of what they are now. 
But if, under similar circumstances, rent and fertHitj 
go together, it is no just argument against thetf 
natural connexion to say that rent is higher in hi^t 
land, where a great mass of capital has been employ- 
ed upon the land, than in the more fertile country of 
South America, where, on the same extent of tern- 
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tory, not a twentieth part has been employed^ and the 
population is extremely scanty. 

The fertility of the land, either natural ,ot acquired, 
may be said to be the only source of permanently 
high returns for capital. If a country were exclu- 
sively manufacturing and commercial, and were to 
purchase all its corn at the market prices of Europe, 
it is absolutely impossible that the returns for its capi- 
tal should for any great length of time be high. In 
the earlier periods of history, indeed, when large 
masses of capital were extremely rare, and were con- 
fined to a very few towns, the sort of monopoly 
which they gave to particular kinds of commerce 
and manumctures tended to keep up profits for a much 
longer time ; and great and bnlliant effects were un- 
doubtedly produced by some states which were al- 
most exclusively commercial. But in modem Europe, 
the general abundance of capital, the easy intercourse 
between different nations, and the laws of domestic 
and foreign competition, prevent the possibility of large 
permanent returns being received for any other capi- 
tals than those employed on the land. No great 
commercial and manufacturing state in modem times, 
whatever may have been its skill, has yet been known 
permanently to make higher profits than the average 
of the rest of Europe. But the capitals successfully 
employed on moderately good land, may permanent- 
ly and without fear of interruption or check, some- 
times yield twenty per cent., sometimes thirty or 
forty, and sometimes even fifty or sixty per cent. 

A striking illustration of the effects of capitals em- 
ployed on land compared with others, appeared in 
the retums of the property-tax in this country. The 
taxable income derived from the capitals employed 
on land, was such as to yield to the property-tax nearly 
6^ millions, while the income derived from the capi- 
tals employed in commerce and manufactures was 
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ooly such as lo yield two millions.'^ It is probaUj 
true, that a larger proportion of the incomes derived 
from the capitals employed in trade and manufac- 
tures, escaped the tax, partly froRi their subdirisioD, 
and partly from other causes ; but the deficieocy so 
occasioned could in no respect make up for the ex- 
traordinary productiveness of the capitals empkmd 
in agriculturcf And indeed it is quite obvious that, 
in comparing two countries togetlier with the same 
r^pitals and the same rate of profits, one of whidi 
has land on which to grow its com, and the other is 
obliged to purchase it, that which tbas the land, par- 
ticubrly if it be fertile, must be much richer, more 
populous, and have a larger disposable jacome for 
taxation. 

•Another most desirable benefit belonging to a fer- 
tile soil is, that states so endowed are not obliged te 
peiy much attention to that most distreasing and difl- 
heartening of all cries to every man of humanity— 
the cry of the master manufacturers and merchants 
for low wages, to enable them to find a market for 
their exports. If a eountry can only be rich by ma- 
ning a successful race fer low wages, i should be dis- 
posed to say at 6nce,'perish such riches ! But, tboagb 
a luition which purchases the main part of its feod 
from foreigners, is condemned to this bard alterna- 
tive, it is not so with the possessors of fertile laod. 
The peculiar products of a coun^ify, though never 
probably sufficient to enable it to import a kifge pro- 
portion of its foodt as well as of its eonveniencesand 
luxnries, will generally be sufficient to give fiill ^in^ 
and energy to all its connnercial deahngs, both at 
home and abroad; while a small sacrifice of ftcr 

* The Schedule D. iocluded every ipeoierof profeniom. The whole infootv^ 
la lhr«e iiiiUioiiff,<or ivbicb the proTeMRMiirere covidered to be ibovea miDioO' 

f It 4outt aiwajrs be recollected, that the national pro6U oo land mort te cm- 
«idered ai ^aekiduts reoU aa well m the ooaBaion a|^icultaral pfviMa. 

1 Cottom are no' more a pecoliar prodoct of tbit country than lilku ""^ "JJ 
will, 1 fear, befol na, freater than ever we have yet eiperienced, if the pro«»|*n7 
of our cotton trade tlKwld beeone aecenary to purchaaa the food of aor cooii(lcr«- 
ble body of ovr people ! 
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dn6e^ that is, the not pashing cultivation too far, 
would, with prudential habits among the poor,* 
enable it to maintain the whole of a large population 
in wealth and plenty. Prudential habits, among the 
labouring classes of a country mainly depending upon 
manufactures and commerce, might ruin it. In a 
country of fertile land, such habits would be the 
greatest of all conceivable blessings. 

Among the inestimable advantages which belong 
to that quality in the land, which enables it to yield 
a considerable rent, it is not one of the least, that in 
the progress of society it affords the main security to 
man that nearly his whole time, or the time of nearly 
the whole society, shall not be employed in procuring 
mere necessaries. According to Mr. Ricardo, not 
only will each individual capital in the progress of 
society yield a continually diminishing revenue, but 
the whde afmount of the revenue derived from pr<^ts 
will be diminished ; aiid there is no doubt that the 
labourer will be obliged to employ a ^eater quantity 
of labour to procure that portion of his wages which 
must be spent in necessaries. Both these £reat clas- 
ses of society, therefore, may be expected to have 
less power of giving leisure to themselves, or of com* 
manding the labour of tho^ who administer to th« 
enjoyments of society, as contradistinguished from 
those who administer to its necessary wants. But, 
fortunately for mankind, the neat rents of the land, 
under a system of private property, can never be di- 
minished by the progress of cultivation. Whatever 
proportion they may bear to the whole produce, the 
actual amount must always go on increasing, and 
will always afford a (imd for the enjoyments and lei- 

* IToder timilar dminutaocei, with reipect to ctjpital, skill, Ac, it is obvioaf 
ttKt Und of the tame degree of barreoneM could not be cultivated, if by the prpvs- 
lence of prodeatial habits the labourers <*eie well paid ; hut to forego the small 
incrense of prodixe and popalation arising from the cultivation of snch land, 
would, in a large and fertile territory, be a slight and imperceptible sacrifice, while 
thf tiappiness which would molt from it to the ffmt »an «C tbr pqpulatioB» 
weoM be beyond all price. 

24 
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sure of the society, sufBcieiit to leaves and aminate 
the whole mass. 

If the only condition on which \re could obtaii 
lands yielding rent were, that they should remain 
with the immediate descendants of the first dossk- 
sors, though the benefits to be derived from toe pre- 
sent would no doubt be very greatly diminished, jet 
from its general and unavoidable effects on soci^, 
it would he most unwise to refuse it as of Ultie or no 
value. But, happily, the benefit is attached totk 
soil, not to any particular proprietors. Rents are tbe 
reward of present valour and wisdom, as well as of 
past strength and cunning. Every day lands are 
purchased with the fruits of industry^ and Calais.* 
They afford the great prize, the ^^ atwm curn^ dmi- 
tater to every species of laudaUe exertion ; ao(C io 
the progress of society, there is every reason to be- 
lieve, that, as they become more valuable from tbe 
increase of capital and population, and the improv^ 
ments in agncuhure, the benefits which they yield 
may be divided among a much greater number of 
persons. 

In every point of view, then, in which the subject 
can be considered, that quality of laud which, bj the 
laws of our being, must terminate in rent, appears to 
be a boon most important to the happiness of msp* 
kind ; and J am persuaded, that its vanie can only b^ 
underrated by those who still labour under some bmV 
take, as to its nature, and its effects <m society. 

* Mr. Rieordo bimteir ii an imtaiiee at mkni I am itettoic. He if nov tjr^ 
faf hii taleots aod ioduitiy, a oonnderable laodholder ; aod a more 1><'°<'*'^'^'|^ 
mcelleot many a maD who for the auaUtiei of bit head and heart noremmy^ 
9trvm what he has earoed, or cmpK»^ it better, I could oot point oot ia tbc vW" 
circle of landboldera. 



It ii lomewhat rinicolar that Mr. Rieardo, a ooosiderable reoei^er ^^*^^^!! 
have flo mtteh underrated their oatiooal importance; while 1, who never ^^^^z! 
Dor expect to receive aoy« ihin probably be accuaed of overratiog their '^yf^^^ 
Oor diflbrent nttiatioos aod opioiooa may terre at least to ibew oar oMtuaiMaeenTt 
and aSbrd a ttrooc presomptioo, that to whatever bias our nunds may ."^^J^ 
mbected in the doetrioes we have laid down, it hai not been that, againit *<^ 
perhapi it ii moit dtflonlt to guard, the iowniible biat of aituatioo aod iateit^ 
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OF THK WAGES OF LABOUR. 



SECTION L 

Of tht Depmdanct of Wages of Labour upon Suppty mti 
Dimand, 

The wages of labour are the remuneration to the la^ 
bourer for his personal exertions, v 

They may be divided, like tbe prices of commodi- 
ties, into real and iiominaL 

The real wages of labour consist of their value, 
estimated in the necessaries^ conveniences, and luxu- 
ries of life. 

The nominal wages of lal)Our consist in their value, 
estimated in money. 

As the value of labour, as well as of commodities, 
is most frequently compared with money, it will be 
advisable in general to adopt this mode of compari- 
son, with a frequent reference^ however, where it is 
tiecessary, to the money's worth, or the real wages of 
bbour. 

The money wages of labour are determined by the 
demand and supply of money, compared with the de- 
mand and supply of labour : and, during periods when 
money may be supposed to maintain nearly the same 
value, the variations in the w^ages of labour, may be 
said to be regulated by the variations in the demand 
compared with tbe supply of labour. 
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The principle of demand and supply is the para- 
mouDt regulator of the prices of labour as well as of 
commodities, not only temporarily but permanently ; 
and the costs of production affect these prices only as 
they are the necessary condition of the permanent 
supply of labour, or of commodities. 

It IS as the condition of the supply, that the pices i 
of the necessaries of life have so important an ioAa- f 
ence on the price of labour. A certain portion of these 
necessaries is required to enable the labourer to mm' 
tain a stationary population, a greater portion to main- 
tsun an increasing one ; and consequently, wbateva 
may be the prices of the necessaries of life, the mo- 
ney wages of the labourer must.be such as to eaabh 
him to purchase these portions, or the supply caanot 
possibly take place in tne quantity required. 

To shew that what may be called die cost of pro* | 
ducing lal)our only influences wages as it regaktss 
the supply of labour, it is sufficient to turn our atten- 
tion to tnose cases, where, imder temporary circuwr 
stances, the cost of production does not regulate the 
supply ; and here we shall always find that this cosl 
immediatel y ceases to regulate prices. 

When, m>m a course of abundant seasons, or any 
cause which does not impair die capitals of the far- 
mers, the price of com falls for some time togetAer, 
the cost of producing labour may be said to be di- 
minished, but it is not found that the wages ofhhm 
fall ;* aud for this obvious reason, that the reduced 
cost of production cannot, under sixteen or eigkteea 
years, materially influence the suj^ly of labour in the 
market On the other hand, when the prices of cam 
rise from a succession of indifierent seasons, or any 
cause which leaves the demand for labour nearly tbs 
same as before, wages will not rise : because the same 
number of labourers remain in the market; and tboogl^ 

• The M] ia Um priee oTIabour which took place in 1815 end 1816 w«i oeaflW^f 
■mely by the dimimitioo of dnnaod, erififiK fraa the lomt oT the f^rnerf, aod »«> 
aetpeet hf the dinuoiihed coft oT production. 
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the price of production has risen, the supply is not for 
some time affected by it So entirely, indeed, does 
the effect of the cost of production on price depend 
upon the manner in which it regulates supply, that if 
in this, or any other country during the last twenty 
years, the production of labour had cost absolutely 
nothing, but had still been supplied in exactly the 
same proportion to the demand, the wages of labour 
would have been in no respect different. Of the truth 
of this position, we may be quite assured, by the in* 
stance alluded to in a former chapter, of a paper cur- 
rency so limited in quantity as not to exceed the me- 
tallic money, which would otherwise have circulated, 
in which case, though the cost of the paper is com- 
{>aratively nothing, yet, as it performs the same func- 
tion, and is supphedf only in the same quantity as the 
money, it acauires the same value in exchange. 

Adam Smith is practically quite correct, when he 
says, that, " the money price of labour is necessarily 
regulated by two circumstances; the demand for la- 
bour ; and the price of the necessaries and convenien- 
ces of life."* But it is of great importance to a tho- 
rough understanding of the subject, to keep constant- 
ly under our view the precise mode in which the costs 
of production operate on the price of labour, and to see 
clearly and distinctly the constant and predominant 
action of the principle of supply and demand. 

In all those cases which Adam Smith has so happi- 
ly explained and illustrated, where an apparent ir- 
regularity takes place in the pay of different kinds of 
labour, it will be found, universally, that the causes to 
which he justly attributes them, are causes of a nature 
to influence the supply of labour in the particular de- 
partments in question. The five principal circum- 
stances, which, according to him, make up for a small 
pecuniary gain in some employments, and counter- 
oalance a great one in others, namely ; 1. The agree- 
ablenessor disagreeableness of the employments them- 

• Wealth of Nation, Book, I cfa. vUi. p. 130. 6Ui edit 
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selves. % The edsiness and cheapness, or the dii- 
culty and expense of learning them. 3. Tlie cos- 
Btancy or inconstancy of employment in them ; 4. the 
small or great trust which must be reposed in those 
who exercise them ; and 6. the probability or impro- 
bability of success in them,* are all obviously of diis 
description ; and in many of the instances, it wouM 
not be easy to acccount for their effects oo the price 
of the different kinds of labour, upon any other pnnci- 
ple. One hardly sees, for instance, ^vray the coat at 
producing a poacher should be less than that of a com- 
mon labourer, or the cost of producing a ooai-heaver 
much greater ; yet they are paid very diflferently. It 
is not easier to resolve the effects on wages o( tk 
small or great trust which must be reposed in a work- 
man, or, the probability or improbability of socoess 
in his trade, mto the quantity of labour which has 
been employed to bring him into the market. Adam 
Smith satisfactorily shews, that the whole body of 
lawyers is not remunerated sufficiently to pay the ex- 
penses which the education of the whole body has 
cost ;t and it is obvious that particular skill, both in 
trades and professions, is paid nigh, with butlitdejre- 
ierence to the labour employed in acquiring it, whicfcf 
owing to superior talent, is often less than that which 
is frequently applied to the acquisition of inferior f»o- 
jficiency. 6ut all these cases are accounted for in the 
easiest and most natural manner, upon the pijoc^'^ 
of supply and demand. Superior artists are paid high 
on account of the scanty supply of such skiUy whether 
occasioned by unusual labour or uncommon genius, or 
both. Lawyers as a body, are not well remanerawi 
because the prevalence of other motives, bcsidtf 
mere gain, crowds the profession with candidaCeSy sfld 
the supply is not regulated by the cost of the edoca- 
tion ; and in all those instances, where disadfaotiag^ 

* Wealth of Nationt, B. i. eh. x. part i. p. 152. etb adit 
f id. p. 161. 
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or difficuhies of any kind aecompany particular em- 
ployments, it is obvious that they must be paid com- 
paratively high, because if the additional remunera- 
tion were not sufficient to balance such disadvantages, 
the supply of labour in these departments would be 
deficient, as, cateris paribus, every person would 
choose to engage in the most agreeable, the least dif- 
ficult, and the least uncertain occupations. The de- 
ficiency so occasioned, whenever it occurs, will na- 
turally raise the price of labour ; and the advance of 
price, after some little oscillation, will rest at the 
point where it is just sufficient to effect the supply re- 
quired. 

Adam Smith has in general referred to the prind- 

Ele of supply and demand in cases of this kind, but 
e has occasionally forgotten it : — " If one species 
of labour," he says, " requires an uncommon degree 
of dexterity and ingenuity, the esteem which men 
have for such talents will give a value to their pro- 
duce, superior to what would be due to the time 
employea about it."* And in another place, speaking 
of China, he remarks, " That if in such a country, 
(that is, a country with stationary resources,) wages 
had ever been more than sufficient to maintain them- 
bourer, and enable him to bring up a family; the 
competition of the labourers and the interest of the 
masters, would soon reduce them to the lowest rate 
which is consistent with common humanity.^^f The 
reader will be aware, from what has been already 
said, that in the first case here noticed, it is not the 
esteem for the dexterity and ingenuity referred to, 
which raises the price of the commodity, but their 
scarcity, ai^d the consequent scarcity of the articles 
produced by them, compared with the demand. 
And in the latter case, it is not common humanity 
which interferes to prevent the price of labour from 

f WMllh of Nttions, Book I. ch. tI p. 71. 6th edit, 
f Wfdth d Nation^ Book 1. ch. vit. p. 108. 6th odit 
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falling still lower. If humanity could have success- 
fully mterfered, it ought to have interfered long be- 
fore, and prevented any premature mortality from 
Iksing occasioned by bad or insufficient food. Bat 
unfortunately, common humanity cannot alter the 
. resources of a country. While these are sianoaaijy 
and the habits of the lower classes prompt them to 
supply a stationary population cheaply, the wages of 
labour will be scanty ; but still they cannot fall below 
what is necessary, under the actual habifs of die 
people, to keep up a stationary population ; because; 
by the supposition, the resources of the couatry aie 
stationary, not increasing or declining, and conse- 
quently the principle of demand and supply woald 
adways interfere to prevent such wages as wouM 
either occasion an increase or diminution of people. 



SECTION II. 



Cf the Cauies which principally affect the Habits of the L^ 
bouring Classes. 

Mr. Ricardo has defined the natural price of labour 
to be ^^ that price which is necessary to enable the 
labourers one with another to subsist, and to perpetu- 
ate their race, without either increase or diminu- 
tion."* This price I should really be disposed to 
call a most unnatural price; because in a natural 
state of things, that is, without great impedimept? 
to the progress of wealth and population, such a price 
could not generally occur for hundreds of yea'* 
But if this price be really rare, and, in an ordinary 
State of things, at so great a distance in point of time; 
it must evidently lead to great errors to consider the 
market-prices of labour as only temporary deviatic»9 

* Polit ficoa. c. T. p. 85. Sd edit. 
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above and below that fixed price to which they will 
very soon return. 

The natural or necessary price of labour in any coun- 
try I should define to be, " that price which, in the ac- 
tual circumstances of the society, is necessary to oc- 
casion an average supply of labourers, sufficient to 
meet the average demand." And the market price 
I should define to be, the actual price in the market, 
which from temporary causes is sometimes above, 
and sometimes below, what is necessary to supply 
this average demand. 

The condition of the labouring classes of society 
must evidently depend, partly upon the rate at which 
the resources of the country and the demand for la- 
bour are increasing; and partly, on the habits of 
the people in respect to their food, clothing and 
lodging. 

If the habits of the people were to remain fixed, 
the power of marrying early, and of supporting a 
large family, would depend upon the rate at which 
the resources of the country and the demand for la- 
bour were increasing. And if the resources of the 
country were to remain fixed, the comforts of the 
lower classes of society would depend upon their 
habits, or the amount of those necessaries and con- 
veniences, without which they would not consent to 
keep up their numbers. 

It rarely happens, however, that either of them re- 
main fixed for any great length of time together. 
The rate at which the resources of a country increase 
is, we well know, liable, under varying circumstan- 
ces, to great variation ; and the habits of a people 
though not so liable, or so necessarily subject to 
change, can scarcely ever be considered as perma- 
nent. In general, their tendency is to change to- 
gether. When the resources of a country are rapidly 
increasing, and the labourer commands a large por- 
tion of necessaries, it is to he expected that it he 
has the opportunity of exchanging his superfluous 

25 
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food for conyenieQces and comforts, be will acquire 
a taste for these conveniences, and his habits will be 
formed accordingly. On the other hand, it generaJIj 
bappms that, when the resources of a country be- 
come nearly stationary, such habits, if thej ever hare 
existed, are found to give way ; and, before the popu- 
lation comes to a stop, the standard of comfort is es- 
sentially lowered. 

Still, however, partly from physical, and pajtij 
from moral causes, the standard of comfort differs esr 
sentially in different countries, under the same nts 
of increase in their resources. Adam Smidi, in 
speakii^ of the inferior food of the people of Scot- 
land, compared with their neighbours of the saoM 
rank in England, observes, ^' This diiiereiice in the 
mode of their subsistence is not the cause, but tke ef- 
fect, of the difference in their wages, thougii, by a 
sbrange misapprehension, I have ^equendy heaid H 
represented as the cause."* It must be allowed^ 
however, that this correction of a common opinion is 
only partially just. The effect, in this case as in 
many others, certainly becomes in its turn a cause; 
and there is no doubt, that if the continuance of lo^ 
wages for some time, should produce among the la- 
bourers of any country habits of marrying "Witb the 
prospect only of a mere subsistence, such habits, by 
supplying the quantity of labour required bIbIow 
rate, would become a constantly operating cause of 
low wages. 

It would be very desirable to ascertain what are 
the principal causes which determine the AiSeretnL 
modes of subsistence among the lower classes of 
people of different countries ; but the question m(Ay^ 
so msmy considerations, that a satisfactory solution of 
it is hardly to be expected. Much must certaij)!/ i^ 

Eend upon the physical causers of climate and sod; 
ut still more perhaps on moral causes, the iow^^ 

• Book I. chap rial p. 114. 6th edit. 



sec. II.] OF THE WAGES OV I^ABODB. 195 

and action of which are owing to a variety of dr"- 
cumstances. 

From high wa^es, or the power of commandinc a 
large portion of tne necessaries of life, two very dif 
ferent results may follow ; one, that of a rapid in* 
crease of population, in which case the high wages 
are chiefly spent in the maintenance of large and fre- 
quent families : and the other, that of a decided im- 
provement in the modes of subsistence, and the con- 
veniences and cximforts enjoyed, without a fNropm^- 
tionate acceleration in the rate of increase. 

In looking to these different results, the causes of 
them will evidently appear to be the different habits 
existing among the people of different countries, and 
at different times. In an inquiry into the causes of 
these different habits, we shall generally be able to 
trace those which produce the first result to all the 
circumstances which contribute to depress the lower 
classes of the people, which make them unable or un- 
willing to reason from the past to the future and 
ready to acquiesce, for the sake of present gratifica- 
tion, in a very low standard of comfort and respecta- 
bility ; and those which produce the second resuk, to 
all the circumstances which tend to elevate the cha- 
racter of the lower classes of society, which make 
them approach the nearest to beings who ^^ look be- 
fore and after," and who consequently cannot ac- 
quiesce patiently in the thought of depriving them- 
selves and their children of the means of being re- 
spectable, virtuous and happy. 

Among the circumstances which contribute to the 
character first described, the most efficient will be 
found to be despotism, oppression, and ignorance : 
among those which contribute to the latter character, 
civil and political liberty, and education. 

Of all the causes which tend to generate prudential 
habits among the lower classes of society, the most 
essential is unquestionably civil liberty. No people 
can be much accustomed to form plans for the iuturet 
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who do not feel assured that their industiious ex6f- 
tions, ivhile fair and honourable, will be ailowed to 
have free scope ; and that the property which tbev 
either possess, or may acquire, ivill be secured to 
them by a kndwn code of just la^^s impartially ad- 
ministered. But it has been found hy expeneoce, 
that civil liberty cannot be permanently secured wirii- 
out political liberty. Consequently, poUtical iibert) 
becomes almost equally essential ; and in addition to 
its being necessary in this point of vieir, its obvioos 
tendency to teach the lower classes of society to re- 
spect themselves, by obliging the higher classes to re- 
spect them, must contribute greatly to aid all the 
good effects of civil liberty. 

With regard to education, it might certainly he 
made general under a bad form of govemmeat, and 
might be very deficient under one in other respects 
good : but it must be allowed, that the chances, both 
with regard to its quality and its prevalence, are 
greatly in favour of the latter. Education atone 
could do little against insecurity of property ; but it 
would powerfully assist all the favourable conse- 
quences to be expected from civil and political liber- 
ty, which could not indeed be considered as complete 
without it 

According as the habits of the people had been de- 
termined by such unfavourable or favourable circum- 
stances, high wages, or a rapid increase of the funds 
for the maintenance of labour, would be attended 
with the first or second results before described; ^' 
at least by results which would approach to the one 
or the other, according to the proportions in whh* 
all the causes which influence habits of improvidence 
or prudence had been efficient. 

Ireland, during the course of the last century, mav 
be produced perhaps as the most marked instance ol 
the first result. On the introduction of the potatoe 
into that country, the lower classes of society were 
in such a state of oppression and ignorance, were so 
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little respected by others, and had consequently so 
little respect for themselves, that as long as they could 
get food, and that of the cheapest kind, they were con- 
tent to marry under the prospect of every other priva- 
tion. The abundant funds for the support of labour, 
occasioned by the cultivation of the potatoe in a 
favourable soil, which often gave the labourer the 
command of a quantity of subsistence quite unusual 
ill the other parts of Europe, were spent almost exclu- 
sively in the maintenance of large and frequent families; 
and the result was, a most rapid increase of population, 
with little or no melioration in the general condition 
and modes of subsistence of the labouring poor. 

An instance somewhat approaching to the second 
may be found in England, in the first half of the last 
century. It is well known, that during this period the 

Erice of corn fell considerably, while the wa^es of la- 
onr are stated to have risen. During the last forty 
years of the 17th century, and the first twenty of the 
18th, the average price of corn was such as, compared 
with the wages of labour, would enable the labourer 
to purchase, with a day's earnings, two-thirds of a 
peck of wheat. From 1720 to 1750 the price of 
wheat had so fallen, while wages had risen, that in- 
stead of two thirds, the labourer could purchase the 
whole of a peck of wheat, with a day's labour.* 

This great increase of command over the necessaries 
of life did not, however, produce a proportionate in- 
crease of population. It found the people of this 
country living under an excellent government, and en- 
joying all the advantages of civil and political liberty 
in an unusual degree. The lower classes of people 
had been in the habit of being respected, both by the 
laws and the higher orders of their fellow citizens, 
and had learned in consequence to respect themselves. 
And the result was, that, instead ofan increase of po- 
pulation exclusively, a considerable portion of their 

• See Sect IV. of thit chapter. 
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increased real wages was eimemlecl in a marked im- 
provement of the qHalky of tne food consumed, and a 
dectided eteration in the standard of their eomibrts aaid 
conveniences. 

During the same period, the resources of ScGt)9Bi 
do not appear to have increased so fast as those of 
England ; but since the middle of the ceBturjf the 
former conntry has perhaps made a more rapid pro- 

§resd than the latter ; and the consequence has bee^^ 
lat, from the same causes, these increased resources 
have not produced, exclosively, increase of popolatiiw, 
but a great alteration for the better in the food, dress, 
and houses of the lower classes of society* 

The general change from bread of a very inferior 
quality to the best wbeaten bread, seems to have been 
peculiar to the southern and midland coanties of Eng- 
land, and may perhaps have been aided by adveoti- 
tious circumstances. 

The state of the foreign markets as opened by tbe 
bounty, together with tbe improving cultivation of the 
country, anpears to have dimmished, in some distrjcH^ 
the usual aifTerence in the prices of the difier^st kinds 
of grain. Though barley was largely grovni and 
largely exported, it did not fall in price so much as 
wheat. On an average of the twenty years eudiDgf 
with 1706, compared with an average of twenty yeais 
ending with 1745, the quarter of wheat fell from U 
16s. Sd. to U 93. lOtf. but mak durhig the sane 
period remained at the same price, or, if any thiog; 
rather rose ;* and as barley is supposed to be not ! 
cheaper food than wheat, unless it can be purchased 
at I of the price,t such a relative difference would have 
a strong tendency to promote the change. 

From the small quantity of rye exported, compared 
with wheat and barley, it may be inferred that it did 
not find a ready vent in foreign markets ; and tms 

• Eden'i State of the Poor. Table, Vol. III. p. TO. lo tbis table, » dfdoctioo »• 
made of 2.9t ht for the quarter of middlio^ wh«t of eieht buthcls, whicb ii too ooo'' 
t Tncto 00 tbe Cora Trade, Supp. p. 199. 
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circumstance, together with the improving state of the 
land, diminished its cultivation and use. 

With regard to oats, the prohibitory laws and the 
bounty were not so favourable to them as to the other 
grains, and more were imported than exported. This 
'would naturally tend to check their cultivation in the 
districts which were capable of growing the sort of 
jgraki most certain of a market ; while the Act of 
Charles 11. respecting the buying up of corn to sell 
a^ain, threw greater obstacles in the way of the dis- 
tribution of oats than of any other grain. 

By this Act, wheat might be bought up and stored 
for future sale when the price did not exceed 485. ; 
bailey, when the price did not exceed 28^. ; and oats, 
when the price did not exceed 13*. Ad. The limited 
fates of wheat and barley were considerably above 
their ordinarv and average rates at that period, and 
therefore did not often interfere with tneir proper 
distribution ; but the ordinary price of oat^ was sup- 
posed to be about 12*. the quarter, and consequenuy 
the limit of 13*. 4rf. would be very frequently exceed- 
ed,* and obstacles would be continually thrown in 
the way of their transport from the districts of their 

g'owth to the districts where they might be wanted, 
at if, from the causes here described, the labouring 
classes of the South of England were partly induced, 
and partly obliged, to adopt wheat as their main food, 
instead of the cheaper kinds of grain, the rise of 
wages would at once be accounted for, consistently 
with the fall in the price of wheat ; an event which, 
under an apparently slack demand for labour at the 
time, has been considered as so improbable by some 
writers, that the accuracy of the accounts has been 
doubted It is evidently, however, possible, either on 
supposition of a voluntary determination on the part 
of the labouring classes to adopt a superior description 
of food, or a sort of obligation to do it, on accotmt of 

* Tricti 00 tbe Con Trwdt, p. f^ 
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Iftboarhif classes possess of maimaining a fsnulj. 
When oQce the people aiefpoonciled to such a s/stem, 
the promsB of population might be very ra^, a! a 
time wnen the wages of labour, indepeodentij of 
parish assistaace, were only sufficient to aupfMwt a 
wife and ooe child, or eren a single maai without 
either wife or child, because there might still be betfc 
encooragemeot to marriage, and the aieaas of wf- 
porting children.* 

When the popuhtioo of a couBtry increases fesier 
than usual, the labouring classes must kave the coo^ 
mand of a greater quantity of food than they had be- 
fore possessed, or at least applied to the maintenaiieeaf 
their families. This may be obtained in wmas 
ways — by higher real wages, by saving in convesi- 
eoces, by adqiting a cheaper kind of food, by mm 
tariL-work and the more general employment of tbe 
women and children, or by parish allowances. Bat 
the actual application of the greater quantity of fsod 
is, I conceive, necessary to the increase of populstios; 
and wherever such increase has taken place, some of 
these causes, by which a greater quantity o( food is 
procured, will always be in action, and may genefsUf 
be traced. ^ 

The hi^h wages, both real and nominal of Ao^ 
rica, occasioned by the rapid accumulation of c^M . 
and the power of selling produce, obtained by a ooid- 
parative small quantity ot labour, at European pric0i 
are unauestionabljr the cause of the very rapid pW" 
gross ef the American population. 

The peculiar increase of the population of Irelm 
compared with other European countries, has obn* 
ously been owing to the adoption of a cheaper M 

* ft is soft fefiunale for the oouotry and ihe laixMiriiig claiMt of *°'*^)^ 
Ihe bill vhieb passpd the House of Commons last seasion, forUkioi* from '"^/•^ 
mitf the diilitren of those siho uked for relief, mA wpportiiig ^^^J^ 
funds, did not psM the House «(f Lords. Such a luw irould have beieo ih* ojj"*^ 
ment of a new lystem of poor laws bryood all conpariseo worse thao th*^^ 
it is diffieult to oonerive how it could have been recnmmeuded hf P'^ tbi 
acreeU to publish the opioioot which appear in thetFeaterpart oTthe iUpo*^" 
Poori^ws. 
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which nM^t be prodaoed b large quantities, and 
which, aided b^ the ColUur system of cultiTatioii^ 
has allowed the increase of people to precede the de- 
mand for labour. 

And the great increase of population of late jeara 
in England and Scotland has been owing to the 
power of the labouring classes to obtain a greater 
quantity of food, partly by temporary high wages in 
manufactures, partly by the increased use of pota* 
toes, partly by increased ta^-work and the increased 
employment of women and children, partly by in- 
creased parish allowances to families, and partly per- 
haps, (though I think but little taking the country 
throughout) by a saving in conveniences and luxu- 
ries. 

In general, perhaps, more of these causes will be 
called mto action by a rise of prices, which sometimes 
lowers the command of a day's labour over the ne- 
cessaries of life, than by a fall of prices which soipe- 
times raises it 

What is mainly necessary to a rapid increase of 
popuhtioii, is a great and continued demand lor la- 
bour; and this is occasioned by, and proportioned 
to, the rate at which the whole value of the capital 
and revenue of the country increases annually ; be- 
cause, the faster the value of the annual pioduce in- 
creases, the greater will be the power of purchasing 
fresh labour, and the more will be wanted every 
year. 

It has been sometimes though, that the demand 
for labour can only be in proportion to tiie increase 
of the circulating, not the fixed capital ; and this b 
no doubt true in individud cases :* but it is not ne- 
cessary to make the distinction in reference to a whole 
nation ; because where the substitution of fixed capi- 
tal saves a great quantity of labour, which cannot 
be employed elsewhere, it dimmislKS the value of 

• See M inceoioui pem^blet oa tfae cooditioo of (be labouring dawet by Mu 
Birtoo. 
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the annual produce, and retards the increaae of the 
capital and revenue taken together. 

If, for instance, a capituist who had ewphjei 
£20,000 in productive labour, and had been in the 
habit of sellug his goods for £229000, making a 
profit of 10 per cent, were to employ the same qaan- 
tity of labour in the construction of a machine wortft 
£20,000, which would enable him to carry on hb 
business without labour in future, except as his ma- 
chine might require repair, it is obvious that, duriog 
the first year, the same value of the annua) produce 
and the same demand for labour would exist ; but in 
the next year, as it would only be necessary fot the 
capitalist, in order to obtain the same rate\n profits 
as before, to sell his goods for a little more tbav 
£2,000 instead of £22,000, the value of the anoiial 
produce would fall, the capital would not be increa»' 
ed, and the revenue would be decidedly diminisbed; 
and upon the principle that the demand for labour 
depends upon tne rate at which the value of the gene- 
ral produce, or of the capital and revenue taken to- 
gether, increases, the slackness of the demand for 
labour under such circumstances would be adequate- 
ly accounted for. 

In general, however, the use of fixed capital is 
extremely favourable to the abundance of circuiatiBg 
capital ; and if the market for the products can be 
proportionally extended, the whole value of the ca{|i* 
tal and revenue of a state is greatly increased l^ ^ 
and a great demand for labour created. 

The increase in the whole value of cotton p^ 
ducts, since the introduction of the improved ma* 
chinery, is known to be prodigious ; and it cannot 
for a moment be doubted that the demand ibr labonr 
in the cotton bu9ines8 has very greatly increased 
during the last forty years. This is mdeed sufificien^' \ 
ly proved by the greatly increased population of Man- 
chester, Glasgow, and the other towns where tfce 
cotton manufactures have most flourished. 
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A similar increase of value, though not to the 
same extent, has taken place in our hardware, wool- 
lea, and other manufactures, and has been a€(*om^ 
panied by an increasing demand for labour, notwith- 
standing the increasing use of fixed capital. 

Even in our agriculture, if the fixed capital of 
horses, which, from the quantity of produce they 
consume, is the most disadvantageous description of 
fixed capital, were disused, it is probaUe, that a 
great part of the land which now bears com would 
be thrown out of cultivation. Land of a poor quali- 
ty would never yield sufficient to pay the labour of 
cultivating with the spade, of bringing manure to 
distant fields in barrows, and of carrymg the pro- 
ducts of the earth to distant markets by the same 
sort of conveyance. Under these circumstances, as 
there would be a great diminution in the quantity of 
corn produced, there would be a great diminution 
in the whole value of the produce ; and the demand 
for labour and the amount of the population would 
be greatly diminished.* 

On the other hand, if, by the gradual introduction 
of a greater quantity of fixed capital, we could cul- 
tivate and dress our soil and carry the produce, to 
market at a much less expense, we mi^ht increase 
our produce very greatly by the cultivation and im«^ 
provement of all our waste lands ; and if the sub* 
stitution of this fixed capital were to take place ia 
the qn\j way in which we can suppose it practically 
to take place, that is, gradually, there is no reason 
to doubt that the value of raw produce would keep 

• It bai lately beeo lUted, Ibat apade caltavalioD will yield both a createrirQii 
produee and a greater aeat produce. I am always ready to bow to well emtabliRhed 
eipeneiiee ; but if aoeh wqpefieiic e apvlies io the preieot eaie, one eaooot saOU 
eieatly wonder at tlie continued oae of ploughs and nones in agriculture. Even 
wpDOsing however that the use of the spade mij^ht, on some soils, so improve the 
lsnd« as to make the crap more than pay the additional eipeose of the labour, takeft 
separately ^ yet, as horses must be kept to carry out dressing to a distance and to 
eoavcy the produce of the soil to market, it eoukl hardly answer to theeoJthrator 
to employ men io diuing his fields, while his horses were standing idle in hb stables. 
Ai fiir as experieoee bas yet gone, I should certainly say, that it is commerce, price 
and skill, which will coltivate the wastes of laige and poor ttrritorics— sot the 
ipode. 
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3 nearly id itsibrmer level ; afid fXB gwetoiy mcrm- 
qoamkj, combined widi the grease proportion of 
the people which mi^ht be emploTed in maosftetiffo 
aod comoMfo^ would unquesoonably occaooB a my 
great increase ia the exchangeable value cff the gne- 
fal produce, and thus cauae a great demand fat fabonr 
and a great addition to the population. 

In geaend, thMefore, there is Kttie to fear dot 
the introdoocion of fixed capital, as it is likelj to Me l 
^s»e in pmedce, will diminish the efieclrre deiOMd ' 
for loboar; indeed it is %o this source that i/ve BteW 
look for the main cause of its future increase. At the 
aame tisae, it is certably true, as will be naore fid^ 
stated in a subsequent part of this volume, that if tke 
sufagtit a t i on of fixed capital were to take place foy 
tapidij, and before an adequate market could be foesri 
for the more abundant supplies derived fipom kmdfor 
the new products of the labour that had been thiows 
out 4yf eittplojnnent, a sfcick demand for laboiff ui 
great disdress among the labouring classes of society 
would be universally felt But in this ease, the gf»^ 
fal prodoce, or the capital and revenue of the c«m* 
^ taken together, woidd certainly fall in value, ointg 
to a temporary excess of supply compared widi die 
demand, and would shew diat the variations is ^ 
value, compared with the previous value paid m 
wages, aire the main regulators of the power and W)8 1» 
employ labour. 

In the formation of the value of the whole product 
of a country^ a part depends upon price, and a p^ 
upon quaatity. That part which depends metd; 
upon price is in its nature less durable and less eftc* 
tive tnan that which depends upon quantity. Afl 
increase of price, with little or no increase of qosfltitf i 
must be followed very soon by a nearly proportioiHi^ 
increase of vrages ; while the command or these in- 
creased money wages over the necessaries of life g««g 
on diminishing, the population must come to a ^i 
and no finther rise oi prices can occasion an cflfecti^ 
demand for labour. 
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On the other hand, if the quantity of prodoee be 
increased so fast that the value of the whole diminishes 
from excessive supply, it may not command so 
much labour this year as it did m the last, and foi a 
time there will be no demand for workmen. 

These are the two extremes, one ansiag from 
increased value without increased quantity ; and the 
other from increased quantity without increased value. 

It is obvious that the object which it is most desirable 
to attain is the umcm of thie two. There is somewhem 
ft happy medium, where, under the acdial resources of 
ft country, the increase of wealth and the demand for 
labour are a maximum ; but this point cannot be 
ascertained. An increase of quantity with steady 
prices, or even slightly falling, is coosiftent with a 
considerable increase of the general value of produce, 
mod may occasion a considerable demand for labour ; 
bat in the actual state of things, and in the way in 
which the precious metals are actually distributed, 
some increase of prices generally accompanies th^ 
most effective demand for produce and peculation. It 
is this increase both of quantity and once, which most 
surely creates the greatest demand (or labour, excites 
the greatest quantity of industry, and generally occa«- 
sions the greatest increase of pqMilation. 



SECTION IV. 

Cfthe Efftd •fm FaU in ike Valve ofMmey m Ou Demtud 
for JUAawr md lAe CmdUum qf thi l^kowrAr. 

Some writers of great ability have been of ppinioii 
that rising prices, or a falluig value of mooey* are 
very unfavourable to the lower cjbsses of society ; and 
certainly there are some periods of our history which 
seem strongly to countenance this opinion : mit I am 
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inclined to think, that if these periods, and the ciictiiD- 
stances connected with them, be examioed with moie 
attention, the conclusion which has been drawn from 
them will not appear so certain as has been generally 
imagined. It will be found that,' in the instances in 
question, other causes were in operation to which the 
effect referred to might more justly be attributed ; and 
we shall hardly have good reason to conclude, that 
where an effective demand for labour accompanfesa 
fall in the value of money, and no positive obstsurles 
are thrown in the way of its rising, it irill not, in a 
moderately short time, follow the price of the main 
food of the labourer. 

The period of our history universally noticed is the 
16th century, from the end of the reign of Henry VIJ. 
to the end oif the reign of Elizabeth. During this 
period it is an unquestionable fact that the real wagei 
of labour fell in an extraordinary manner, and towards 
the latter end of the century they woald not commami 
much above one-third of the quantity of wheat which 
they did at the beginning of it. 

Sir F. M. Eden has noticed the price of wheat is 
nineteen out of the twenty-four years of Henry VlL's 
reign, and in some of the years two or three times.* 
Reducing the several notices in the same y^ar first ta 
an average, and then taking the average of the nine- 
teen prices, it comes to 6s. §id. the quarter, rather less 
than 9id. the bushel, and 2^d. the peck. 

By a statute passed in 14d5, to regulate wages, the 
price of common day labour seems to have been M* 
or 4tid. without diet. All labourers and artificers, 
not specifically mentioned, are put down at Ad. ; but 
in another part of the statute, even a woman labourer 
(I suppose m hay time) is set down at Ahd, and a car* 
terat6i2.t 

At the price of wheat just stated, if the wages of 
the labourer were Ad. he would be able to purchase, 

• SUtaoTthe Poor, roU iii. p. x!i. f Id. wtA^ iit; ^ bmix. I 
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hy a day's labour, a peck and three quarters of wheat, 
^thin half a farthing; if his wages were ^id. he 
ivould be able to purchase half a bushel, within a 
farthing. 

The notices of the price of day labour in the sub- 
sequent years are extremely scanty. There are none 
in the reiens of Henr}^ VIII., Edward, and Mary. 
The first that occurs is in 1675, and the price is men- 
tioned at Qd* Taking an average of the five pre- 
ceding years in which the prices of wheat are no- 
ticed, including 1575, having previously averaged the 
several prices m the same year, as bemre, it appears 
that the price of the quarter of wheat was 1/. 2s. 2d. 
which is 2s. 9hd. the bushel, and S^d. the peck. At 
this price, a day's labour would purchase a peck of 
com within a farthing, or {^ of a peck. ' 

; This is a diminution of nearly a half in the corn 
wages of labour ; but at the end of the century, the 
diminution was still greater. 

The next notice of the price of labour, with the 
exception of the regulations of the iustices in some 
of the more northern counties, which can hardly be 
taken as a fair criterion for the south, is in 1601, 
when it is mentioned as 10(2. Taking an average 
from the Windsor table of five years, which includes, 
however, one excessively dear year, and subtracting 
T to reduce it to Winchester measure, it appears that 
the price of the quarter was 2/. 2s. Od. which is 5^. 
M. the bushel, and Is. ^idj the peck. A day's la- 
))our would at this price purchase less tlian * of' a 
peck-t 

This is unquestionably a prodigious fall in the real 
wages of labour. But it is of great importance to in- 

* State of the Poor, vol. iii. p. be. ' . 

f The year I5S)7 leems to have been an extraordinary dear one, and ought not (o 
be iocluded in lo short ao average. If ao average was takes of the five yean be* 
giiinuig with 1508, the labourer would appear to earn about d-7ths of a peck : and, mi 
ao average of ten years, from the same period, be would earn about i>5thi oi a pec^. 
Dariug the five years from lS/94 to 1595 inclusive, the price of wheat seems to nave 
been unusually high from unfavourable seasons, 

27 
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quire whether the prices from which they fell are not 
as extraordinary as the prices to which they sunk; 
and here I think we shall find that the prices the 
most difficult to be accounted for are the high prices 
of the 15th century, rather than the loiv prices of 
the 16th. 

If we revert to the middle of the 14th century, at 
the time when the first general statute was paired to 
regulate wages, the condition of the labourer will ap- 
pear to be very inferior to what it whs during the 
greatest part of the 16th century. This fact may he 
established on unexceptionable evidence. Statutes 
or regulations to fix the price of labour, though thej 
do not always succeed in their immediate object, 
(which is generally the unjust one, of preventing la- 
bour from rising,) may be considered as undeniable 
testimonies of what the prices of labour had been not 
long previous to the time of their passing. No leffs- 
lature in the most ignorant age could ever be so rad 
as arbitrarily to fix the prices of labour without refe- 
rence to some past experience. Consequendy, though 
the prices in such statutes cannot be depenaed upon 
with regard to the future, they appear to be quite 
conclusive with regard to the past In the present 
case, indeed, it is expressly observed, that servants 
should be contented with such liveries and wages as 
they received in the 20th year of the King's reign, 
and two or three years before.* 

From this statute, which was enacted in 1350, the 
26th of the King, for the roost unjust and impolitic 
purpose of preventing the price of labour from rising 
after the great pestilence, we may infer that the pnc^ 
of day labour had been about 1 hd. or 2d. Common 
agricultural labour, indeed, is not specifically men- 
tioned ; but the servants of artificers are appointed to 
take Ud., common carpenters 2d.^ and a reaper, the 
first week in August, also 2d.j all without diet; froo) 

* £deD*i State of the Pbor, vo). i. p. 32. 
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which we may conclude that the wages of common 
day labour must have been as often 1 hd. as 2d.* 

Sir F. M. Eden has collected notices of the prices 
of wheat in sixteen out of the twenty-five years of 
Kdward III. previous to the time of the passing of 
the statute. Taking an average as before, the price 
of wheat appears to have been about 6^. Ad. the 
quarter, which is Sd. the bushel, and 2d. the peck. 

At this price of wheat, if the labourer earned 1 kd. 
a day, he Could only purchase by a day's labour i of 
a peck of wheat ; if he earned 2d. he could purchase 
just a peck. In the former case, he would earn less 
than half of the corn earned by the labourer of Henry 
VII. ; and in the latter case, very little more than half. 
But in the subsequent period of Edward IIL's 
reign, the labourer appears to have been much worse 
off. The statute of labourers was renewed, and, it is 
said, enforced very rigidly, notwithstanding a consi- 
derable rise in the price of com.f On an average of 
the thirteen years out of twenty-six, in which the 
prices of wheat are noticed, the quarter is about 1 1^. 
^d. which is about 1^. Bhd. the bushel, and 4i^. the 
peck. 

At this price, if the wages of labour had not risen, 
the condition of the labourer would be very misera- 
ble. He would not be able to purchase so much as 
half-a-peck of wheat by a day's labour, about a 
fourth part of what he could subsequently command 
in the reign of Henry VII. It is scarcely possible, 
however, to conceive that the wages of labour should 
not have risen in some degree, notwithstanding the 
statute and its renewal ; but even if they rose one 
half, they would not have nearly kept pace vnth the 
price of com, which more than doublea; and during 
the last twenty-five years of the reign of Edward III! 
the earnings of the labourer in corn were probably 

* £deo*s State oT the Poor, vol. L p. 33. 
f Edeo*! State of the Poor, vol. i. p. 36. 42. 
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quite as low as during the last twenty-five jears rf 
Elizabeth. 

In the reigns of Richard II. and Henrj IV. the 
price of wheat seems to have fallen nearly to what 
It was in the first half of the reign of Edward /// 
From 1377 to 1398 inclusive, it was about 5s. U 
the quarter; and from 1399 to 141 1^ about 6^* U* 
It is difficult to ascertain how much the wages of la- 
bour had advanced; but if they had risen so as to 
enable the labourer to support nimself, through the 
last twenty-six years of the reign of Edward iD- and 
had not sunk again, iii consequence of the subseqaeDt 
fall, which is probable, the labourer, during these 
reigns, must have been well paid. 

During the reign of Henry V. and the first part of 
Henry Vl. to the passing of the statutes in 1444, the 
price of the quarter of wheat was about 8^. W 
This would be 1^. Id. the bushel, and 3*rf. the peck. 
For the greater part of these thirty-two years, ^ 
wages of day labour seem to have been about Si 
They did not probably rise to what they were ap- 
pointed to be in 1444, that is 44. or 4ik<2., till the tea 
dear years preceding the statute, during which, the 
average price of the quarter was lO^, 8rf. On an 
average of the whole period of thirty-two years, the 
wages of day labour appear to have purchased about 
a peck of corn, rather less perhaps, than more, w 
reference' to the greater portion of tne period. 

From 1444 to the end of the century, the average 
money price of wheat was about 6s. while the wages 
of day labour continued at 4rf. or 4id.t At the lat- 
ter of these prices of labour, wages would purchase 
exactly two pecks of wheat, or half a bushel, and at 
the former price I of half a bushel. 

• £deo*i Stale of the Poor, vol. iii. p. xxv. et »eq. 

t Id. Table oT Prices, vol. iii. 

t Mr. Hallam. ia hit valuable Work on tbe Middle Aget, has overlooked (iiej'^ 
tiiictioa between the reigns of Kdward 111. and Heory IV. with regard ^o^J^ 
of the laboaring clancs. The two periods appear to have been essentially diftf^"' 
io this respect. 
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From the passing of the first statute of labourers 
in 1360 to the end of the 15th century, a period of 
150 years, successive changes had been taking place 
m the quantity of metal contained in the same nomi- 
nal sum ; so that the pound of silver, which in the 
middle of the reign of Edward III. was coined into 
1/. 2s. 6d. was, in the reign of Henry VII., coined 
into 1/. ns.6d. 

One should naturally have expected, that this de- 
preciation of the coin would have shewn itself first, 
and most conspicuously, in some exportable commo- 
dity, such as com, rather than labour; and so it 
TOTobably would, as it did afterwards in the reign of 
£lizabeth, if wheat had not at the same time 
been cheap in the rest of Europe, particularly in 
France, in fact, however, this great fall in the in- 
trinsic value of the coin was in no respect made up 
by the slight rise of nominal price which occurred in 
the course of that period. This rise was only firom 
about 5s. 4rf. to 6s. ot 6s. 3d. Consequently* a very 
considerable fall had really taken place in the bullion 
price of wheat 

But the nominal price of labour, instead of risin? 
in the same slight degree as wheat, rose from 1 hd. 
or 2d. to 4d. or 4id., a rise much more than sufficient 
to cover the deterioration of the coin ; so that the 
bullion price of labour rose considerably, during the 
time that the bullion price of wheat fell. It is singu- 
lar, that Adam Smith, in his Digression concerning 
the value of silver during the four last centuries, 
should not have noticed this circumstance. If he 
had been aware of this rise in the bullion price of la- 
bour, his principles, which led him to consider corn 
as a good measure of value merely because it is the 
best measure of labour, should have led him to a 
very different conclusion from that which he has 
stated. If we were to take a mean between com 
and labour, the value of silver during these 160 
years, instead of rising to double what it was, would 
appear to have continued nearly stationary. 
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It was during the favourable part of this j^ 
that Sir John Fortescue wrote bis %%'ark on At^^ 
and Limited Monarchy j and coutrasted tbe /< 
ous and happy condition of the peasantry ot Li^ 
land with the miserable state of the peasaiirr; 
France. 

But it is not sufficient to shew that the cxmditim 
of the lower classes of people in £ngland durmg 
the last half of the 15th century, was much superior 
to what it was either in the preceding century, or sub- 
sequently during the depreciation of money occasioa- 
ed by the discovery of the American mines. To 
prove that it was peculiar, we must compare it wiA 
the condition of the people after the depreciation had 
ceased. 

According to Adam Smith, the effects of the dis- 
covery of the American mines seemed to be at as 
end about 1638 or 40- In 1661 the wages of day- 
labour, as established by the justices in Essex at m 
Chelmsford quarter-sessions, were for the summer 
half year, harvest excepted, \s. 2d. This is a con- 
siderable rise in the money price of labour from the 
time of Elizabeth ; but we shall find that it is hardly 
proportionate to the rise of the price of wheat If 
we take an average of the five years preceding 1651;* 
the period to which the regulation would probably 
for the most part refer ; it appears that the price of 
the quarter of wheat in the Windsor market, deduct- 
ing i to reduce it to Winchester measure, was St 45. 
7a.\ the quarter, which would be about Ss. the bush- 
el, and 2s. the peck. At this price of wheat, with 
waces at 14rf. the labourer would only earn -^ of a 
peck, half a peck, and j\n 

In 1661, soon after the accession of Charles 11.) 
wages were again regulated by the justices in Es- 

* Ai the regulatioD paned in April, the year 1651 ii not incUided in tbit^ 
age. 

f £ncyclop8Bdia Brit. Supp. Artie. Com Lawi, where a table it given with ^ 
l-etb deducted. 
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sefx^ at&eXKer Sessions, and the price of common 
daj-labotqr cUnng the summer half year, with the ex- 
ception of tiarvest time, was continued at 14d. 

if we take an average of the price of wheat for 
the five years preceding 1661, as before, it appears 
that the quarter was 2/. 95. 3d. Tbis is 6s. 2d. the 
bushel and IShd. the peck. At this rate the labourer 
ivould earn about | of a peck. It is true that the 
averages of the prices of corn here taken refer to 
dear times; but the wages were appointed just at 
these times : and in the regulations 011651 it is ex- 
pressly stated, that they are appointed, " having a spe- 
cial regard and consideration to the prices at Uiis time 
of all kinds of victuals and apparel, both linen and 
woollen, and all other necessary charges wherewith 
artificers, labourers and servants have been more 
grievously charged with than in times past."* 

If we take an average of the twenty years from 
1646 to 1665 inclusive, we shall find that the price 
of wheat was rather above than below that of the five 
years ^.preceding 1661. The average price of the 
quarter of wheat during these twenty years was 2/. 
10^. Oid.f which is 6^. 3d. the bushel, and nearly 
19d. the peck. At this price, with wages at 14rf. the 
labourer for these twenty years would hardly be able 
to earn so much as ^ of a peck. 

After 1665 the price of corn fell, but wages seem 
to have fallen at the same time. 

In 1682 wages at Bury in Sufiblk were appointed 
to be 6d. in summer, and 5d. in winter with diet, 
and double without. This makes the summer wages. 
Is. ; and accordmg to the price of wheat in the pre- 
ceding five years, the labourer who earned a shilling 
a day, could hardly command so much as | of a peck 
of wheat. 

• Eden*t SUle of the Poor. vol. iii. p. 98. 
t Wiodior Table, deductiog l«Otb. 



216 OF THE WAOES OF LABOUR* fcH. IV. 

The average price of the quarter of wheat from 
1665 to 1700 was about 2/. 2s. 6d. If we suppose 
the wages of labour durins this period to have been 
about 1^. the earnings of Uie labourer w^ould be aboot 
I of a peck of wheat But there is reason to think 
that the average wages were not so high as Is. 

In the regulations of the justices at Warwick in 
1685,* common labourers were allowed to fake onlj 
Sd. a day for the summer half year Sir George 
vShuckburgh puts down only l^d, for the period from 
1675 to 1720,-t and Arthur Young estimates the 
average price of labour during the whole of the 1 7th 
century at lOirf.J If on these grounds we were to es- 
timate the wages of labour from 1665 to the end ofibe 
century at lOid. it would appear that the earnings of 
the labourer, in the 17th century, after the deprecia- 
tion of money had ceased, were only sufficient to 
purchase f of a peck of wheat. Taking however tbo 
more favourable supposition of 1$. a day as the earn- 
ings of the labourer, they would purchase, as before 
stated, about i of a peck. 

During the first twenty years of the 18th century, 
the price of corn fell, but not much ; and it may b^ 
doubted whether the price of labour rose. 

In 1725, a few years later than the period alluded 
to, the wages of labour were settled by the justices 
at Manchester. The best husbandry labourer, from 
the middle of March till the middle of September, 
was not to take more than 1^. a day without meat 
and drink ; but common labourers, and hedgers, ditch- 
ers, palers, thrashers, or other task-work, only \OdL 
Mr. Howlett, as quoted by Sir F. Eden,^ states the 
price of day-labour, so late as 1737, at only lOA a 
day ; and Sir F. Eden, writing in 1796, observers, that 

• FAea'a State of the Poor, vol. iii. p. 104. 
t Philofoph. Traos. for 1798. Part i. p- 176. 
I ABDakorAgricQltore, No270. p. 88. 
5 Vol. I. p. 385. 



sec. IV.] OF TH£ WAGES OF LABOUB. 217 

from various information he had collected in different 
parts of England, he had reason to think that the 
wages of hhom had doubled* during the last sixty 
years, which t^ould hardly be true, unless wages in 
the early part of the century had been lower than 
Is. 

The average price of wheat for the first twenty 
years of the century was rather less than 21. ; and if 
the wages of labour were only lOd, or lOiJ., the 
labourer would earn considerably less than I of a 
peck. If the wages were 1^. he would earn I of a 
peck. 

From 1720 to 1755 com fell and continued low, 
while the wages of labour seem to have been about 
Is. During these thirty-five years the price of wheat 
was about o3s. the quarter, or a little above 1^. the 
peck, and the labourer therefore, on an average of 
thirty-five years together, would be able to earn 
about a peck of wheat. 

From this time corn began gradually to rise, while 
wages do not appear to have risen in the same pro- 
portion. The first authentic account that we have 
of the price of labour, after corn had begun to rise, 
is in the extensive Agricultural Tours of Arthur 
Young, which took place m 1767, 1768 and 1770. 
The general result of the price of labour from, these 
tours, on the mean rate of the whole year, was 1$. 
Md. a week.t Taking an average of the five years, 
from 1766 to 1770 inclusive, the price of the quarter 
of wheat was 2/. Is. Sd. or nearly 48^.1 which would 
be 6^. the bushel, and 1^. 6d. the peck* ' At these 

•Vol. I. p. 38*, 

f AbimIi of Agricaltvre, No. 271. p. 21$. 

t Dnlactiog l-9th fron the prkn in the Wkidaor Table. Arthur Touog deduct! < 
another 9th for the <|ualit7 ; but thii itrertainly too much, in refercflce to the xen^ 
ral ivemge of the kingdom to wbieb the latnt I able* apply. I bavr tbrrefore pre- 
femd adhering all along to the Windior pricei ; and the reader will make what al« 
lowioret he thioki fit for the quality, which, according to Mr. Rote, ii not much 
aiwve the average. 

28 
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prices of ialiour »id wheat, the Jafaourer vroald eais 
TO17 nearly i of a peck. 

bi 1810 and 1811, accounts from tbiitjr-sefa 
coonties, which, aocordiDg to Aithor Ifoung, weie 
quite satisfactory, make the waees of day-labour fm 
tlie mean rate of the year 14$. 6a* a week, ar nearij 
2s. 6d. a day. The price of wheat for five years 
endiDg with 1810 was 92ff.-~endiog with 181 1, w» 
965*1 The prices both of labour and wheat appear 
to have doubled ; and the labourer, in 1810 and 1811, 
could earn just about the same quantity of nvheat as 
he could about forty years before, that is f of a pert 
The intermediate penods must necessarily have bees 
subject to slight variations, owing to the unceitaintf 
of the seasons, and an occasional advance in the price 
of com, not immediately followed by an incr»sed 

Erice of labour ; but, in general, the average must 
ave been nearly the same, and seldom probably lor 
many years together differed much from | of a peck. 



SECTION V. 



On the Cimcl%i8wnt to be dravm from thenreeeding RevioB' 
— Of the Prices of Com andLabovr auring the fve last 
Centuries. 

From this review of the prices of com and labouif 
during nearly the five last centuries, we may draw 
some important inferences. 

In the first place, I think it appears that the great 
fall in the real wages of labour which took place in 
the 16th century, must have been occasioned mainly 
by the great and unusual elevation which they had 

• Aaosis of Agricultare, No. 271. p. tl5. and 216. 

t Windsur Table, Supp. to Eoq^dopadia Brit. Art. Coro Liwt. 
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prefviouslj attabied, and not by the discovery of the 
American mines and the consequent fall in the value 
of money. When we compare the wages of labour 
during the last half of the 15th century, with what 
they were both before and subsequently, it appears 
that whatever may have been the cause of these high 
wages, they were evidently peculiar, and could not 
therefore be permanent. This indeed is evident, not 
only by comparing them with previous and subse- 
quent periods, but by considering their positive 
amount. Earnings of the value of nearly two pecks 
or half a bushel of wheat a day would allow of the 
earliest marriages, and the maintenance of the largest 
fannilies. They are nearly the same as the eammgs 
of the American labourer. In such a country as En- 
gland was, even at that time, such wages could only 
be occamoned by temporary causes. AmcHsg these 
we must reckon, a general improvement in &e ny^r 
tem of cultivation after the abolition of viUanage, 
which increased the plenty of corn ; and the compara- 
tively rapid progress of commerce and manufifictures, 
which occasioned a great demand for labour ; while, 
owins to the wars in France, the civil wars between 
the Houses of York and Lancaster, and above all per- 
haps, the slow change of habits among a people lately 
emancipated, this increase of produce and demand 
had not yet beea followed by a proportionate efiect 
on the population. 

Certain it is that corn was very cheap both in 
France* and England ; and labour in this country 
could not possibfy have risen and kept high for so 

* It is a very curioun fact, that the bullion price of corn coottound nDitfually low 
10 Frinee frooi 1444 to 1510. (Oamiar*f RiAesH da iValtom, vol. ii. p. 184.) juit 
during the nai« period that it wat low in Bn^laod. Adam Smith it iuclioed to at* 
tribute this fail and low price to a de6cieocy in the supply of the mioea, compared 
with the desnodi (B. i. ch. sL) bet this solution in do respect accounts for the rise 
, of ibf btilUon price of labour in Knglaod, at the time that the bullion price of corn 
was railing. Nothing can account for this fact, but a relative plenty of corn com* 
ptred with labour— a state of things which bat little to do with the mines. Tim 
loir pricei io France were probably connected with the abolition of villanage, and 
ao extended cultivation io the reign of Chnrles VII. and hb immediate aucoesiors, 
alter the ravages of the £oglisb were at ao end. 
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long a period as between sixty and seventy years, 
unless some peculiar cause or causes bad restraiz»ed 
the supply of population, compared with the supply 
of corn and the demand for labour. 

it is with the fact however of the very high wages 
of labour in the 15th century rather than with tbc 
causes of it, that we are mainly concerned at present, 
and of the fact there can be no doubt ; but if the fsust 
be allowed, it follows, that such wages must ha¥« 
very greatly fallen during the course of the following 
century, if the mines of America had not been dis- 
covered. 

What effect the depreciation of money might have 
had in aggravating that increasing poverty of the 
lower classes of society, which, with or without such 
a depreciation, would inevitably have fallen upon 
them, it is not easy to say. But from the still lower 
wages which prevailed in the 17th century after the 
depreciation had ceased, and from what has happen- 
ed of late years (which shall be more fully noticed 
presently) 1 should not be disposed to consider a 
general rise in the price of corn, occasioned by an 
alteration in the value of money, and not by bad sea- 
sons, as likely to affect the labouring classes prejudi- 
cially for more than a very few years. Still, however, 
it is quite certain that the condition of the labouring 
classes of society was growing much worse during 
the time that the depreciation of money from the dis- 
covery of the American mines was taking place ; and 
whatever may have been the cause, as the people 
would always be comparing their situation with what 
it had been, in their own recollection, and that of 
their fathers, it would inevitably excite great com- 
plaints ; and, after it had grown comparatively veiy 
bad, as in the latter end of the reign of Elizabeth, it 
was likely to lead to those measures relating *to the 
poor, which marked this period of our history. 

Another inference which we may draw from the 
review is, that during the course of nearly 600 years, 
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the earnings of a day's labour in this country have 
probably l^n more frequently below than above a 
peck of wheat ; that a peck of wheat may be consid- 
ered as something like a middle point, or rather 
above the middle point, about which the market 
-wages of labour, varying according to the demand and^ 
supply, have oscillated ; and that the population of a 
country may increase with some rapidity, while the 
Images of labour are even under this point. 

The wages of day labour in France during the two* 
last centuries, are said to have been pretty uniformly 
about the 20th part of a septier ot wheat,* which 
would be a little above 4 of a peck; but just before 
Ae revolution, at the time of Arthur Young's tour in 
France, they were only about * of a peck. Since 
like revolution, they appear to have risen so as to 
command more than a peck. 

A third inference which we may draw from this 
review is, that the seasons have a very considerable 
influence on the price of corn, not only for two or 
three years occasionally, but for fifteen or twenty 
years together. These periods of unfavourable sea- 
sons seem to supersede all the other causes which 
may be supposed to have the greatest influence upon 
prices. An instance of this occurs after the great 
pestilence in the time of Edward III. One should 
naturally have thought that the quantity of ^ood land 
being abundant, compared with the population, com 
would have been very cheap. It was however, on 
the contrary, dear during the twenty-five subsequent 
years, — ^a fact which cannot be accounted for but 
from unfavourable seasons. 

Another instance of the same kind had occurred in 
the reign of Edward II., during the whole of which, 
the average price of wheat was more than double 
what it had been during the greatest part of the reign 

* Wnltb of Natims b. t. c. xi. p. nili. 
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of Edward I., and the first half of the rei^ of Edward 
IIL*— evidently owiog to unfavourable seasons. 

A third instance occurs during the civil i^nirs of the 
17th century. So far from thinking that civil wan 
have a necessary tendency to make com dear, 1 am 
disposed to a^ee with Sir. F. Eden, in attributing a 
part of the high price of labour and the cheapness of 
corn in the loth century, to the circumstance of a 

greater destruction of men than of cultivation havio^ 
een occasioned in the civil wars of the Houses of 
York and Lancaster. But in the civil wars of Ae 
17th century no such cheapness of com took place. 
On the contrary, in the period from 1646 to 1665 
the price of com was higher both in France and Eng- 
land than it had ever l^n known for twenty jean 
together, either before or since, exclusive of tlie prices 
of the last twenty-five years in this country, for 
shorter periods, these unfavourable seasons are of fire- 
ouent recurrence, and must essentially afiect the con- 
dition of the labourer during ten or five years, h 
depends upon their continuance and other concomi- 
tant circumstances, whether they raise the money 
wages, or leave them as they were. 

The periods of the lowest wages, or of the greatest 
falls in real wages have been, when a considerable 
rise in the price of com has taken place under drcmn- 
stances not favourable to a proportiimate rise in the 
price of labour. This is the most likely to haf^n ifl 
unfavourable seasons, when the power of commajHl- 
ing labour at the old price would by no means be 
increased in proportion to the price of com. It may 
also happen when a fall is taking place in die vahie of 
money, if any previous causes have given an extraor- 
,dinary stimulus to the progress of population. In this 
case, though the resources of the country may be 
increasing fast, the population may be increasing 
faster, and the wages of labour will not rise in propor- 
tion to the fall in flie value of money. To this cause 
l^am strongly disposed to attribute the inadequate rise 
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of the money wages of bbour during the reign's of 
Henry VIIL, Mary, Edward VI., and Elizabeth- The 
state of things in the early part of the 16th century 
must have given a powerful stimulus to population ; 
and considering the extraordinary high com wages at 
this period, and that they could only fall very gradual- 
ly, tne stimulus must have continued to operate with 
considerable force during the greatest part of the cen- 
tury. In fact, depopulation was loudly complained of 
at the end of the 16th and beginning of the 16th ceor 
turies, and a redundancy of population was acknow- 
ledged at the end of the 16th. And it was this change 
in the state of the population, and not the discovery 
of the American nunes, which occasioned so marked 
a fall in the corn wages of labour. 

If the discovery of the American mines had found 
the labouring classes of the people earning only the 
same wages which they appear to have earned in the 
latter half of the reign of Edward III., and if the same 
increase of capita] and resources had taken place dur* 
ing the 1 6th century, as really did take place, I feel 
not the slightest doubt, that the money wages of labour 
would have increased as fast as the money price of 
corn. Indeed when a fall in the value of money is 
accompanied, as it frequently is, by a rapid increase 
of capital, there is one reason, why, in the natural 
state of things, the price of labour should feel it more 
than other commoaities. The encouragement given 
to population by such increase of resources, could not 
appear with any effect in the market under sixteen or 
eighteen years ; and in the mean time the demand 
compared with the supply of labour would be grepiter 
than the demand compared with the supply of most 
odier commodities. 

It is on this account, that in the fall in the value of' 
money which took place from 1793 to 1814, and 
which was unquestionably accompanied by a great 
increase of capital, and a great demand for labour, I 
am strongly ot opinion, that if the price of labour had 
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not beeo kept down by artificial means, it would liave ^ 
risen higher in pro^rtion than the average price ef I 
com ; and this opinion is, I think, fairly borne out bj r 
facts. If according to the last authentic accounis 
which had been obtained of the price of labour, pre- 
vious to 1814, it appears that on an average of the 
returns of thirty-seven counties in 1810 and 1811, tke k 
weekly wages of day labour were 145. 6d., — a pnoe^ I 
which, compared with the wages of 1767, 1768 and 
1770,* is equal to the rise in the price of wheat duriag 
the same period, while it is known that in many coun- 
ties and districts in the southern parts of England^ 
wages in 1 81 and 1811, were unnaturally kept down . 
to 1 2s., 10s., 9s. and even 7s. 6d. by the baneful system ] 
of regularly maintaining the children of the poor out of 
the rates, it may fairly be concluded that if tbis sys- 
tem had not prevailed over a large part of England, 
the wages of labour would have risen higher tmm in 
proportion to the price of wheat. 

And this conclusion is still further confinned by 
what has happened in Scotland and some parts oi 
the north of England. In these districts, all aocoants 
agree that the rise of wages was in fact greater than 
the rise of corn, and that the condition of the labourer 
till 1814 was decidedly improved, even in spite of the 
taxes, many of which certainly bore heavily on the 
conveniences and comforts of the labourer, though 
the^ affected but little his command over strict neces- 
saries. 

In considering the corn wages of labour in the 
course of this review, it has not been possible to 
make any distinction between the effects of a fall in 
the price of corn and a rise in the price |of labour. 
In merely comparing the two objects with each other> 
the result is precisely similar ; but their effects in the 
encouragement of population are sometimes very dis- 
similar, as 1 have before intimated. There is no 

* Annaln of Agriculture, No. 271. pp. 215 and 216. 
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doubt that a great encouragement to an increase of po^ 
pulation is consistent with a fall in the price of raw pro- 
duce, because, notwithstanding this fall, the exchange* 
^ble value of the whole produce of the country may 
still be increasing compared with labour; but it may 
sometimes happen that a fall in the price of raw pro* 
duce is accompanied by a diminished power and will 
to employ labour ; and in this case the demand for 
labour and the encouragement to population will not 
be in proportion to the apparent com wages of la« 
bour. 

If a labourer commands a peck instead of I of a peck 
of wheat a day in consequence of a rise of wages oc- 
casioned by a demand for labour, it is certain that all 
labourers may be employed who are willing and able 
to work, and probably also their wives and children ; 
but if he is able to command this additional quantity 
of wheat on account of a fall in the price of com 
which diminishes the capital of the farmer, the ad- 
vantage may be more apparent than real, and though 
labour for some time may not nominally fall, yet as 
the demand for labour may be stationary, if not re* 
trograde, its current price will not be a certain criteri- 
on of what might be earned by the united labours of 
a large family, or the increased exertions of the head 
of it in task-work. 

It is obvious, therefore, that the same current com 
wages will, under different circumstances, have a dif- 
ferent effect in the encouragement of population. 

It should also be observ^, that in estimating the 
corn wages of labour I have uniformly taken wheat, 
the dearest grain. I have taken one grain to the ex- 
clusion of other necessaries, because 1 wish to avoid 
complicating the subject ; and have chosen wheat be- 
cause it b the main food of the greatest part of the 
population in England. But it is evident that at 
those pefiiods, or in those countries, in which the main 
food of the people does not consist of wheat, the 
wheat wages that can be earned by a family will not 
29 
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form a just criterion of the encouragement ^ven to 
population. Although the wheat ^vages might be 
very unequal at two different periods or in two dif- 
ferent countries, yet if in one case an inferior grain 
were habitually consumed, the encouragement to the 
population might be the same. The i risfa labourer 
cannot command the support of so large a family up- 
on wheat as the English, but he can command in ge- 
neral the support of a much larger family upon the 
food on whicti he is accustomed to live ; and coase- 
quently, population has increased much faster during 
the last century in Ireland than in England. 

It appears then that, making a proper allowance 
for the varying value of other parts of the wages of 
labour besides food, the quantity of the customary 
grain which a labouring family can actually earn, is 
at once a measure of the encouragement to population 
and of the condition of the labourer ; while the mo- 
nev price of such wages is the best measure of the 
value of money as far as one commodity can go* 
But it is of the utmost importance always to bear in 
mind that a great command over the necessaries of 
life may be effected in two ways, either by rapidly 
increasing resources, or by the prudential habits of 
the labouring classes ; and that as rapidly increasing 
resources are neither in the power of the poor to ef- 
fect, nor can in the nature of things be permanent, 
the great resource of the labouring classes for tbcir 
happiness must be in those prudential habits which, 
if properly exercised, are capable of securing to the 
labourer a fair proportion of the necessaries and con- 
veniences of life, from the earliest stage of society to 
the latest. 

I have said nothing of the value of labour as meas- 
ured by the criterion assumed by Mr. Ricardo, that 
is, by the labour which has been expended in procur- 
ing the earnings of the labourer, or the cost in labour 
of the labourer's wages; because it appears to me, 
that what I have called the real and nominal wages 
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of labour inclade every thing which relates to the 
condition of the labourer, the encouragement to popu- 
lation, and the value of monej, the three great pomts 
i^hicb chiefly demand our attention. According to 
Bf r. Ricardo's view of the subject, nothing can be 
inferred on these points either from high or from low 
wages. Such high or low wages serve only to de- 
termine the rate of profits, and their influence in this 
vespect will be fully considered in the next chapter. 



CHAPTER V. 



OF THE PROFITS OF CAPITAL. 



SECTION I. 

Of Profits as affected by the increasing Difficulty ofprocur- 
ing the Means of Subsistence, 

It has been usual, in speaking of that portion of the 
national revenue which goes to the capitalist in re- 
turn for the employment of his capital, to call it by 
the name of the profits of stock. But stock is not 
so appropriate an expression in this case, as capital. 
Stock is a general term, and may be defined to be 
all the material possessions of a country, or all its 
actual wealth, whatever may be its destination ; while 
capital is that particular portion of these possessions, 
or of this accumulated wealth, which is destined to 
be employed with a view to profit. They are often, 
however, used indiscriminately ; and perhaps no 
great error may arise from it ; but it may be useful 
to recollect that all stock is not properly speaking 
capital, though all capital is stock. 

The profits of capital consist of the difiference be* 
tween the value of the advances necessary to pro- 
duce a commodity, and the value of the commodity 
when produced; and these advances are generally 
composed of accumulations which have previously 
cost in their production a certain quantity of wages, 
profit and rent, exclusive of the rent wnicb, in the 
case of landed products, is paid directly. 
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The rate of profits is the proportioii w^hich the 
difierence tetween the value of the advances and the 
value of the commodity produced bears to the value 
of the advances, and it varies with the variations of 
the value of the advances compared with the value of 
the product. When the value of the advances is 
great compared with the value of the product, the re- 
mainder being small, the rate of pronts will be low. 
When the value of the advances is inconsiderable, the 
remainder being great, the rate of profits will be 
hieh. 

The varying rate of profits, therefore, obviously 
depends upon the causes which alter the proportion 
between the value of the advances and the value of 
the produce; and this proportion may be altered 
either by circumstances which affect the value of the 
advances, or the value of the product. 

Of the advances necessary to production, the means 
of supporting labour are generally the greatest and 
most important These means, therefore, will have 
theffreatest influence on the value of the advances. 

The two main causes which influence the means 
of supporting labour, are 

1st. The difficulty or facility of production on the 
land, by which a greater or less proportion of the 
value of the whole produce is capable of supporting 
the labourers employed. 

And 2dly, The varying relation of the quantity of 
capital to the quantity of labour employed by it, by 
which more or less of the necessaries of life may go 
to each individual labourer. 

Each of these causes is alone sufficient to occasion 
all the variations of which profits are susceptible. If 
one of them only acted, its operation would be sim- 
ple. It is the combination of the two, and of others 
m addition to them, sometimes acting in conjunction 
and sometimes in opposition, which occasions in the 
pogress of society tnose varied phenomena which it 
IS not always easy to explain. 
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If the first cause operated singly, and the wa^s 
of the individual labourer were always the same, 
then supposing that the skill in agriculture were to 
remain unchanged, and that there ^vere no means of 
obtaining corn from foreign countries, the rate of 
profits must regularly and without any interruption 
fall, as the society advanced, and as it became dcc^ 
sary to resort to inferior machmes Mrhich required 
more labour to put in action. 

It would signify little, in this case, whether the 
last land taken into cultivation for food had yielded 
a rent in its uncultivated state. It is certain that the 
landlord would not allow it to be cultivated, unless 
he could, at the least, obtain the same rent for it as 
before. This must be considered as an absolute coa- 
dition on the worst lands taken into cultivation in an 
improved country. After this payment was madCf 
the remainder of the produce would be divided chiefly* 
between the capitalists and the labourers, and it b 
evident that if the number of labourers necessary to 
obtain a given produce were continually incre^singf 
and the wages of each labourer remained the same, 
the portion destined to the payment of labour wouid 
be continually encroaching upon the portion destined 
to the payment of profits ; and the rate of profits 
would of course continue re^larly diminishing till, 
from the want of power or wOl to save, the progress 
of accumulation had ceased. 

In this case, and supposing an equal demand for 
all the parts of the same produce,t it is obvious that 

* I lay Mt^y, because, io lad, •omc rant, thoogh it may ba trifling, ii tiaid^ 
vayi paid in the materials of the bniier*a capital. 



t It is necessary to qualify the position in this way, because, with rtfU^^^^ 
main products of acricultare, it might easily happen that all the parts were sot « 
the same value. If a fisnner cnlttirated his lands by means of domestia i>^J* 
his boose whom he fonnd in food and clothing, his advances might always be s«s^ 
the same in Quantity and of the same high value io use ; but in the caie of s 9"^ 
from the shutting up of an acenstomed market, or a season of unusual aboodsooM 
part of the crop mieht be of no value either in use or eichange, and bi> FJ^ 
could by no means be determined, by the excess of the fMmfi^ produeed,s8or* 
the advancci neeeaniy to produce it 
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the profits of capital in agriculture would be in pro- 
portion to the fertility of the last land taken into 
cultivation, or to the amount of the produce obtained 
\)j a given quantity of labour. And as profits in the 
same country tend to an equality, the general rate of 
profits would follow the same course. 

But a moment's consideration will shew us, that 
the supposition here made of a constant uniformity io 
the real wages of labour is not only contrary to the 
actual state of things, but involves a contradiction. 

The progress of population is almost exclusively 
regulated by the quantity of the necessaries of life 
actually awarded to the labourer ; and if from the first 
he had no more than sufficient to keep up the actual 
population, the labouring classes could not increasci 
nor would there be any occasion for the progressive 
cultivation of poorer land. On the other band, if the 
real wages of labour were such as to admit of and 
encourage an increase of population, and yet were 
always to remain the same, it would involve the con- 
tradiction of a continued increase of population after 
the accumulation of capital, and die means of sup- 
porting such an increase had entirely ceased. 

We cannot then make the supposition of a natural 
and constant price of labour, at least if we mean by 
such a price, an unvarying quantity of the necessaries 
of life. And if we cannot fix the real price of labour, 
it must evidently vary with the progress of capital 
and revenue, and the demand for labour compared 
with the supply* 

We may however, if we please, suppose a uniform 
progress of capital and population, by which is not 
meant in the present case the same rate of progress 
permanently, which is impossible ; but a uniform pro- 
gress towards the greatest practicable amount, without 
temporary accelerations or retardations. And before 
we proceed to the actual state of things, it may be 
curious to consider in what manner profits would be 
affected under these circumstances. 
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At the commenceirent of the cukivation of a fertile 
country by civilized colonists, and while rich land 
was in great plenty, a small portion only of the valoe 
of the produce would be paid in the form of rent 
Nearly the whole would be divided between profts 
and wages ; and the proportion which each would 
take, as far as it was influenced by the share of eacb 
individual labourer, must be determined bj the de- 
mand and supply of capital compared with the dema&d 
and supply of labour. 

As the society continued to proceed, if the territoiy 
were limited, or the soil of different qualities, it n 
quite obvious that the productive powers of labour as 
applied to the cultivation of land must graduallj di- 
minish ; and as a given quantity of capital and of 
labour would yield a smaller and smaller return, there 
would evidently be a less and less produce to be divid- 
ed between labour and profits. 

If, as the powers of labour diminished, the physical 
wants of the labourer were also to diminish in tne same 
proportion, then the same share of the whole produce 
might be left to the capitalist, and the rate of profits 
would not necessarily fall. But the physical wants of 
the labourer remain always the same ; and though in 
the progress of society, from the increasing scarcity of 
provisions compared with labour, these wants are in 
general less fully supplied, and the real wages of la- 
bour gradually fall ; yet it is clear that there is a 
limit, and probably at no great distance, which cannot 
be passed. The command of a certain quantity of 
food is absolutely necessary to the labourer in order 
to sup])ort himself, and such a family as will maintain 
merely a stationary population. Consequendy, if 
poorer lands which required more labour were suc- 
cessively taken into cultivation, it would not be possi- 
ble for the corn wages of each individual labourer to 
be diminished in proportion to the diminished produce; 
a greater proportion of the whole would necessarily 
go to labour ; and the rate of profits would continue 
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regularly falling till the accamulation of capital had 
ceased. 

Such would be the necessary course of profits and 
Images in the progressive accumulation of capital, as 
applied to the progressive cultivation of new and less 
fertile land, or the further improvement of what had 
before been cultivated ; and on the supposition here 
made; the rates both of profits and of real wages 
would be highest at first, and would regularly and 
gradually diminish together, till they both came to 
a stand at the same period, and the demand for an 
increase of produce ceased to be effective. 

In the mean time, it will be asked, what becomes 
of the profits of capital employed in manufactures and 
commerce, a species of industry not like that employ- 
ed upon the land, where the productive powers of 
labour necessarily diminish ; but where these powers 
not only do not necessarily diminish, but very often 
greatly increase ? 

In the cultivation of land, the immediate and main 
cause of the necessary diminution of profits appeared 
to be the increased quantity of labour necessary to 
obtain the same produce. In manufactures and com- 
merce, it is the tall in the exchangeable value of the 
{Products of industry in these departments, compared 
with corn and labour. 

• The cost of producing corn and labour continually 
increases from inevitable physical causes, while the 
cost of producing manufactures and articles of com- 
merce sometimes diminishes, sometimes remains sta- 
tionary, and at all events increases much slower than 
the cost of producing corn and labour. Upon every 
principle therefore of demand and supply, the ex- 
changeable value of these latter objects must fall, 
compared with the value of labour. But if the ex- 
changeable value of labour continues to rise, while the 
exchangeable value of manufactures either falls, re- 
mains the same, or rises in a much less degree, pro- 
fits must continue to fall ; and thus it appears that in 

80 
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the progress of improvemeiit^ as poorer and pooitf 
land is taken into cultivation, the rate of profits rnnsL 
be limited by the powers of the soil last caltiTatFd 
If the last land taken into cultivation can oelj be 
made to yield a certain excess of value above ite 
value of the labour necessary to produce it, it is obvi- 
ous that, upon the principles of competition, pn^ts. 
generally, cannot possibly be higher than this excess 
will allow. In the ascending s^e, diis is a bairier 
which cannot be passed. But limitation is essential' 
ly different from regulation. In the descending scale, 
profits may be lower in any degree. There is here 
no controlling necessity which determines the late 
of profits ; and below the highest limit which the 
actual state of the land will allow, ample scope is left 
for the operation of other causes. 



SECTION II. 



0/ Profits as affected hy the Proportion which Capiiai hear,- 
to Labour. 

The second main cause which, by increasing the 
amount of advances, influences profits, is the propor- 
tion which capital bears to labour.* 

This is obviously a cause which alone is capable 
of producing the very greatest effects; and on the 
supposition of adequate variations taking place be- 
tween the supplies of capital and the supphes of la- 
bour, bH the same effects might be produced on pro- 
fits as by the operation of the first cause, and m a 
much shorter time. 

* 1 have stated in a former chapter, that the demand for labmr does not dcpesd 
opoD capital alooe, batupoo capital and revemie together, or the valoeof the vlioie 
prodoce; but to illottrate the preiiCDt mffodUon^ it k onlv ncceaarv to coander 
capital and laboar. We may allow that oo diffictiKy will occnr with reipect to 
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^When capital is really abundant compared with 
labour, nodung can prevent low profits; and the 
.greatest facili^ of production b incapable of produc- 
ing high pronts, unless capital is scarce compared 
^vith lsd)our. 

But in order to see more clearly the powerful ef- 
fects of the second cause on profits, let us consider it 
for a moment as operating alone ; and suppose, that 
Mrhile the capital of a country continued increasing, 
its population were checked and kept short of the de- 
mand for it, by some miraculous mfluence. Under 
these circumstances, every sort of gradation might 
take place in the proportion which capital would 
bear to labour, and we should see in consequence 
every s^ of gradation take place in the rate of 
profits. 

If, in an early period of improvem^t, capital wore 
scarce, compared with labour, the wages of labour 
being on this account low, while the pr^uctive pow- 
ers of labour, from the fertility of the land, were 
great, the proportion left for profits wpuld necessarily 
be very consiaerable, and the rate of profits would be 
very high. 

In general, however, though capital may be said 
to be scarce in the early penods of cultivation, yet 
that particular portion of capital, which resolves it- 
self into food, IS often plentiful compared with the 
population, and high profits and high real wages are 
found tog^her. In the most natural state of things 
this is generally the case, though it is not so when 
capital IS prematurely checked by extravagance, or 
other causes. But wheth^ we set out from low or 
high com wages, the diminution in the rates of pro- 
fits, from the gradual increase of capital compared 
widi labour, win remain undisturbed. 

As capital at any time increases faster than labour, 
the profits of capital will fall, and if a progressive 
increase of capital were to take place, while the popu- 
lation, by some hidden cause, were prevented from 
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keepine pace with it, notwithstanding the fertilkj of 
the soil and the plenty of food, then profits would be 

Sadually reduced, until, by successive redaeuons, 
e power and will to accumulate had ceased te 
operate. 

Profits in this case wonid experience exactly the 
same kind of progressive diminution as they wiwld 
by the progressive accumulation of capital in the 
present state of things ; but rent and wages would he 
yery differently affected. From what has before bees 
stated on the subject of rent, the amount of it in such 
a country could not be great According to the sap- 
position, the progress of the population is retarded, 
and the number of labourers is limited, while land of 
considerable fertility remains uncultivated. The de- 
mand for fertile land therefore, compared with the sap- 
ply, would be comparatively inconsiderable ; and m 
reference to the whole of the national produce, the 
portion which would consist of rent would depend 
mainly upon the gradations of more fertile land that 
had been cultivated before the population had coffle 
to a stop, and upon the value of the produce to be 
derived from the land that was not cultivated. 

With regard to wages they would continue pro- 
gressively to rise, and would give the labourer a 
greater command not only of manufactures and of 
le products of foreign commerce (as is generally the 
case in the present state of things) but of corn and all 
other necessaries, so as to place him in a condition 
continually and in all respects improving^ as long as 
capital continued to increase. 

In short, of the three great portions into which the 
mass of produce is divided, rent, profits, and wages, 
the two first would be low, because both the supply 
of land and the supply of capital would be abundant 
compared with the demand; while. the wages of 
labour would be very high, because the supply (^ 
labourers would be comparatively scanty ; and thus the 
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valae of each would be regulated by the great prin- 
ciple of demand and supply. 

If, instead of supposing the population to be 
checked by some peculiar influence, we make the 
more natural supposition of a limited territory, with 
all the land ot nearly ecjual quality, and of such 
great fertility as to admit of very little capital being 
teid out upon it, the effects upon the profits of capi- 
tal would be just the same as in the last instance, 
though they would be very different on rents and 
^vages. Aner all the land had been cultivated, and 
no more capital could be employed on it, there can- 
not be a doubt that rents would be extremely high and 
profits and wages very low. The competition of in- 
creasing capital in manufactures and commerce would 
reduce the rate of profits, while the principle of popu- 
lation would continue to augment the number of the 
labouring classes, till their corn wages were so low 
as to check their further increase. It is probable 
that, owing to the facility of production on the land 
and the great proportion of persons employed in 
manufactures and commerce, the exports would be 
great and the value of money very low. The money 
price of corn and money wages would perhaps be 
as high as when their cost in labour had been double 
or treble ; rents would rise to an extraordinary pitch 
without any assistance from poor lands, and the gra- 
dations of soil ; and profits might fall to the point 
only just sufficient to keep up the actual capital with- 
out any additional labour being necessary to procure 
the food of the labourer. 

The effects which would obviously result from the 
two suppositions just made, clearly shew that the 
increasing quantity of labour required for the succes- 
sive cultivation of poorer land is not theoretically 
necessary to a fall of profits from the highest rate to 
the lowest 

The former of these two suf^sitions further shews 
the extraordinary power possessed by the labouring 
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classes of society, if they chose to exercise it. The 
comparative check to population, which was GOBod- 
ered as occasioned by some miracoloos inflii^Mae, 
might in reality be effected by the prudence of the 
poor ; and it would unquestionably be foUoiKred by 
the result described. It may naturally appear hard 
to the labouring classes that, of the vast mass of pro* 
ductions obtained from the land, the capital, and die 
labour of the country, so small a portion shouM ia- 
dividually fall to their share. But the division is at 
jNresent determined, and must always in future he 
determined, by the inevitable laws of supfdj aad 
demand. If the market were comparatively under- 
stocked with labour, the landlords and capitalists 
would be obliged to give a larger diare of the pro- 
duce to each workman. But with an abundant sap- 
ply of labour, such a share, for a pennanence, is an 
absolute impossibility. The rich have neither the 

Eower, nor can it be expected that they should all 
ave the will, to keep the market understocked widi 
labour. Yet every effort to ameliorate the lot of the 
poor generally, that has not this tendency, is perfec^y 
futile and childish. It is quite obvious tberetore, that 
the knowledge and prudence of the poor themselves, are 
absolutely the oi% means by which any general im- 
provement in their condition can be effected. They 
are really the arbiters of their own destiny ; and what 
others can do for them, is like the dust of the balance 
compared with what they can do for themselves. 
These truths are so important to the happiness of the 
great mass of society, that every opportunity should 
be taken of repeating them. 

But, independendy of any particular efforts of 
prudence on the part of the poor, it is certain that 
the supplies of labour and the supplies of capital do 
not always keep pace with each other. They are 
often separated at some distance, and for a conside- 
rable period: and sometimes population increases 
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faster than capital, and at other times capital increases 
faster than population. 

It is obvious, for instance, that from the very nature 
of population, and the time required to bring full- 
grown labourers into the market, a sudden increase 
of capital cannot effect a proportionate supply of 
labour in less than sixteen or eighteen years ; and, on 
the other hand, when capital is stationary from the 
*want of will to accumulate, it is well known that 
population in general continues to increase faster than 
ca^tal, till the wages*of labour are reduced to that 
standard which, with the actual habits of the country, 
are no more than sufficient to maintain a stationary 
population. 

These periods, in which capital and population do 
not keep pace with each other, are evioently of suf^ 
ficient extent to produce the most important results 
on the rate of profits, and to affect in the most essen- 
tial manner the progress of national wealth. 

The value of the government Ion? annuities has a 
natural and inevitable tendency to mminish as they 
approach nearer and nearer to the end of the term 
for which they were granted. This is a proposition 
which I conceive no person is inclined to doubt ; but 
under the fullest acknowledgment of its trulh, it 
would be a most erroneous calculation to estimate the 
value of this kind of stock solely by the number of 
years which it would have to run. It is well known 
that out of the comparatively short term of ninety 
years, so large a proportion as twenty has sometim^ 
elapsed, not only without any diminution, but with 
an actual increase of value. 

In the same manner, the natural and necessary 
tendency of profits to fail in the progress of society, 
owing to the increasing difficulty of procuring food, 
is a proposition which few will be disposed to con- 
tiovert ; but to attempt to estimate the rate of profits 
in any country by a reference to this cause alone, for 
ten, twenty, or even fifty years together, that is for 
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periods of sufficient length to produce the most im- 

Eortant effects on national prosperity, would inevita- 
ly lead to the greatest practical errors. 
Yet notwithstanding the uttet inadequacy of this 
single cause to account for existing phenomena, Mr. 
Ricardo, in his very ingenious chapter on profits, has 
dwelt on no other. 

If the premises were all such as he has supposed 
them to be, that is, if no other cause operated on 

Jirofits than the increasing difficulty of procanng the 
bod of the labourer, and no other cause aflected 
the exchangeable and money value of commodities 
than the quantity of labour which they had cost in 
production, the conclusions which he has drawn 
would be just, and the rate of profits would certatnlj 
be regulated in the way which he has described. 
But, smce in the actual state of things the premises 
are most essentially different from those which he has 
supposed ; since another most powerful cause operates 
upon profits, as I have endeavoured to shew in the 
present section ; and since the exchangeable value of 
commodities is not determined by the labour the v have 
cost, as I endeavoured to shew in a former chapter, 
the conclusion drawn by Mr. Ricardo must necessa- 
rily contradict experience ; not slightly, and for short 
periods, as the market prices of some articles occa- 
sionally differ from the natural or necessary price, 
properly explained ; but obviously and broadly, and 
for periods of such extent, that to overlook them, 
would not be merely like overlooking the resistance 
of the air in a falling body, but like overlooking the 
change of direction given to a ball by a second im- 
pulse acting at a different angle from the first. 

It is impossible then to agree in the conclusion at 
which Mr. Ricardo arrives in his chapter on profits, 
" that in all countries, and at all times, profits depend 
upon the quantity of labour required to provide ne- 
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cessaries for the labourer on that land, or with that 
capital which yields no rent"* 

If by the necessaries of the labourer be meant, 

such wages as will just keep up the population, or what 

Mr. Ricardo calls the natural wages of labour, it is 

the same as saying that land of equal fertility will 

alivays yield the same profits — a proposition which 

TOust necessarily be untcue. 

If, for instance, in one country, with the last land 
taken into cultivation of a given fertility, capital were 
stationary, not from want of demand, but from great 
expenditure and the want of saving habits, it is cer- 
tain that labour, after a time, would be paid very low^ 
and profits would be very high. 

If, in another country with similar land in cultiva- 
tion, such a spirit of saving should prevail as to occa- 
sion the accumulation of capital to be more rapid than 
the progress of population, it is as certain that profits 
would be very low. 

So understood therefore, the proposition cannot for 
a moment be maintained. 

If, on the other hand, by necessaries be meant the 
actual earnings of the labourer, whatever they may 
be, the proposition is essentially incomplete. Even 
allowing that the exchangeable value of commodities 
is regulated by the quantity of labour that has been 
employed in their production, (which it has been 
shewn is not so,) little is done towards determining 
the rate of profits. It is merely a truism to say that 
if the value of commodities be divided between la- 
bour and profits, the greater is the share taken by 
one, the less will be left for the other ; or in other 
words, that profits fall as labour rises, or rise as 
labour falls. We can know little of the laws which 
determine profits, unless, in addition to the causes 
which increase the price of necessaries, we explain 

» TriDC. of Polit. Econ. c. vi. p. 133. 3J edit. 
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the causes which award a larger or a smaner 
of these necessaries to each kibourer. And here it b 
obvious that we must have recourse to the great prin- 
ciples of demand and supply, or to that verj princi- 
ple of competition brought forward by Adam ^Miiitli* 
which Mr. Ricardo expressly rejects, or at least con- 
siders as of so temporary a nature as not to require 
attention in a general tlieory of profits.* 

And yet in Fact there is no other cause of perma- 
nently high profits than a deficiency in the supply of 
capital ; and under such a deficiency, occasioned by 
extravagant expenditure, the profits of a particular 
country might for hundreds of years together continne 
very high, compared with others, owing solely to the 
different proportions of capital to labour. 

In Poland, and some other parts of Europe, profits 
are said to be higher than in America ; j^et it is proba- 
ble that the last land taken into cultivation in Ameri- 
ca is richer than the last land taken into cultivation 
in Poland. But in America the labourer earns per- 
haps the value of sixteen or eighteen quarters of 
wheat in the year ; in Poland only the value of eight or 
nine quaiters of rye. This difference in the division 
of the same or nearly the same produce, must make 
an extraordinary diflference in the rate of profits ; yet 
the causes which determine this division can hardly 
be said to form any part of Mr. Ricardo's theory of 
profits, although, far from being of so temporary a 
nature that they may be safely overlooked, they might 
contribute to operate most powerfully for almost any 
length of time. Such is tne extent of America, that 
the price of its labour may not essentially fall for 
hundreds of years ; and the effects of a scanty but 
stationary capital on an overflowing but stationary 
population might last for ever. 

in dwelling thus upon the powerful effects which 
must inevitably be produced by the proportion which 
capital bears to labour, and upon the necessity of 

• Prtnc. ofPolit. Ecoo. chap. vi. p. 132. and ch. xxi. 2d edit. 
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giving adequate weight to the principle of demand 
and supply or competition, in every explanation of the 
circumstances which determine profits, it is not meant 
to underrate the importance of that cause which has 
been almost exclusively considered by Mr. Ricardo. 
It is indeed of such a nature as finally Jo overwhelm 
every other. To recur to the illustration already used 
— as the Long Annuities approach nearer and nearer 
to the term at which they, expire, their value must 
necessarily so diminish, on this account alone, that no 
demand arising from plenty of money could possibly 
keep up their value. In the same manner, wnen cul- 
tivation is pushed to its extreme practical limits, that 
is, when the labour of a man upon the last land 
taken into cultivation will scarcely do more than sup- 
port such a family as is necessary to maintain a sta- 
tionary population, it is evident that no other cause 
or causes can prevent profits from sinking to the low- 
est rate required to maintain the actual capital. 

But though the principle here considered is finally 
of the very greatest power, yet its progress is ex- 
tremely slow and gradual ; and while it is proceeding 
with scarcely perceptible steps to its final destination, 
the second cause, particularly .when combined with 
others which will be noticed in the next section, is 
producing effects s which entirely overcome it, and 
often for twenty or thirty, or even 100 years together, 
make the rate of profits take a course absolutely dif- 
ferent from what it ought to be according to the first 
cause. 



SECTION III. 
Of Profits as affected by the Causes practical ly in operation. 

We come now to the consideration of the causes 
which influence profits in the actual state of things. 
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And here it is evident that we shall have in operatiofi 
not only both the causes already stated, but others 
which will variously modify them. 

In the progressive cultivation of poorer kmd fa 
instance, as capital and population increase, proiks, 
according to the first cause, will re^larly fall ; but il 
at the same time improvements m agriculture are 
taking place, they may certainly be such as, for a coo- 
siderable period, not only to prevent profits from fall- 
ing, but to allow of a considerable rise. To what 
extent, and for what length of time, this circumstBoce 
might interrupt the progress of profits arising from the 
first cause, it is not easy to say ; but, as it is certaio 
that in an extensive territory, consisting of soils not 
very different in their natural powers of productjoff, 
the fall of profits arising from this cause would be 
extremely slow, it is probable that for a coDsid^:abi^ 
extent of time, agricultural improvements, including of 
course the improved implements and machinery vsed 
in cultivation, as well as an improved system oi crop- 
ping and managing the land, might more than hai- 
ance it 

A second circumstance which would contribute to 
the same effect is, an increase of personal exertion 
among the labouring classes. This exertion is ex- 
tremely different in different countries, and at different 
times in the same country. A day's labour of a Hin- 
doo, or a South- American Indian, will not admit of a 
comparison with that of an Englishman ; and it has 
even been said, that though the money price of day- 
labour in Ireland is little more than the half of what 
it is in England, yet that Irish labour is not really 
cheaper than Endish, although it is well known that 
Irish labourers when in this country, with good exam- 
ples and adequate wages to stimulate them, will work 
as hard as their English companions. 

This latter circumstance alone clearly shews how 
different may be the personal exertions of the labour- 
ing classes in the same country at different times ; and 
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boi^ different therefore may be the products of a given 
number of days labour, as the society proceeds from 
the indolence of the savage to the activity of the civi- 
lized state. This activity indeed, within certain lim- 
its, appears almost always to come forward when it is 
most called for, that is, when there is much work to 
be done without a full supply of persons to do it. The 

Sersonal exertions ol the South American Indian, the 
lindoo, the Polish boor, and the Irish agricultural 
labourer, may be very different indeed 600 years 
hence. ^ 

The two preceding circumstances tend to diminish 
the expenses of production, or to reduce the relative 
amount of the advances necessary to obtain a certain 
valua of produce. But it was stated at the beginning 
of this chapter, that profits depend upon the prices of 
products compared with the expenses of production, 
and must vary therefore with any causes which affect 
prices without proportionally affecting costs, as well as 
with any causes which affect costs without proportion- 
ally affecting prices. 

A considerable effect on profits may therefore be 
occasioned by a third circumstance which not unfre- 
quently occurs, namely, the unequal rise of some parts 
of capital, when the price of corn is raised by an 
increased demand. I was obliged to allude to this 
cause, and indeed to the two preceding ones, in the 
chapter on rents. I will only therefore add here, that 
when the prices of corn and labour rise and terminate 
Iq an altered value of money, the prices of many home 
commodities will be very considerably modified for 
some time, by the unequal pressure of taxation, and 
by the different quantities of fixed capital employed in 
their production ; and the prices of foreign commodi- 
ties and of the commodities worked up at home from 
foreign materials, will permanently remain compara- 
tively low. The rise of corn and labour at home will 
not proportionally raise the price of such products ; 
and as far as these products form any portion of the 
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farmer's capital this capital will be rendered more pro- 
ductive ; but leather, iron, timber, soap, candlfs, 
cottons, woollens, &c. &c. all enter more or legs into 
the capitals of the farmer, or the wages of the labour- 
er, ana are all influenced in their prices more or less 
by importation. While the value of the farmer's px)- 
duce rises, these articles will not rise in proportioo, 
and consequently a given value of capital will yield a 
greater value of produce. 

All these three circumstances, it is obvious, have a 
very strong tendency to counteract the effects arisu^ 
from the necessity of taking poorer land into cultiva- 
tion ; and it will be observed that, as theyr zreof^ 
nature to increase in efficiency with the natural pro- 
gress of population and improvement, it is not easy to 
say how long and to what extent they may balance 
or overcome them. 

The reader will be aware that the reason why, in 
treating of profits, I dwell so much on agricuitora/ 
profits is, that the whole stress of the question rests 
upon this point. The argument against the ffsua/ 
view which has been taken of profits, as depending 
principally upon the competition of capital, is fomd- 
ed upon the physical necessity of a fall of profits in 
agriculture, arising from the increasing quanti^^ of 
labour required to procure the same food ; and it is 
certain that if the profits on land permanently f^ 
from this or any other cause, profits in manufactures 
and commerce must fall too, as it is an acknowledge^ 
truth that in an improved and civilized country the 
profits of stock, with few and temporary excepti^^^ 
which may be easily accounted for, must be nearly 
on a level in all the different branches of industry to 
which capital is applied. 

Now I am fully disposed to allow the truth of thi^ 
argument, as applied to agricuhural profits, and also 
its natural consequences on all profits. This troti 
is indeed necessarily involved both in the Principkof 
Population and in the theory of rent which I publish- 
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ed separately in 1815. But I wish to shew, theo- 
xetjcally as well as practically, that powerful and 
certain as this cause is, in its final operation, so 
much so as to overwhelm every other ; yet in the 
actual state of the world, its natural progress is not 
only extremely slow, but is so frequently counteract- 
ed and overcome by other causes, as to leave very 
great play to the principle of the competition of 
capital ; so that at any one period of some length in 
the last or following hundred years, it might most 
safely be asserted that profits had depended or would 
depend very much more upon the causes which had 
occasioned a comparatively scanty or abundant supply 
of capital, than upon the natural fertility of the land 
last taken into cultivation. 

The facts which support this position are obvious 
and incontrovertible. Some of them have been 
stated in the preceding section, and their number 
might easily be increased. I will only add however 
one more, which is so strong an instance as to be 
alone almost decisive of the question, and having 
happened in our own country, it is completely open 
to the most minute examination. 
, From the accession of George II. in 1727 to the 
commencement of the war in 1739, the interest of 
money was little more than 3 per cent. The public 
securities which had been reduced to 4 per cent, 
rose considerably after the reduction. According to 
Chalmers, the natural rate of interest ran steadily at 
3 per cent. ;* and it appears by a speech of Sir John 
Barnard's that the 3 per cent, stocks sold at a premi- 
um upon Change. • In 1750, after the termination of 
the war, the 4 per cent, stocks were reduced to 3i, 
for seven years, and from that time to 3 per cent, per- 
manently.t 

* Estimate of the Strength of Great Biiuln, c. vii. p. IIV 
- Id ch vii p. 120. 
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Excluding then the interval of war, we have here 
a period or tweatj-two years, during which the 
general rate of interest was between 3i and 3 per 
cent 

The temporary variations in the value of govern- 
ment securities will not certainly at all times be a cor- 
rect criterion of the rate of profits or even of the ran? 
of interest ; but when they remain nearlj steady for 
some time together, they must be considered as a fair 
approximation to a correct measure of interest ; and 
when the public creditors of a government cod- 
sent to a great fall in the interest which they had 
before received, rather than be paid off, it is a most de- 
cisive proof of a great difBculty in the means of em- 
ploying capital profitably, and consequently a most 
decisive proof ot a low rate of profits. 

After an interval of nearly seventj^ years from the 
commencement of the period here noticed, and forty 
years from the end of it, during which a greal 
accumulation of capital had taken place, and ao 
unusual quantity of new land had been brought into 
cultivation, we find a period of twenty years succeed 
in which the average market rate of interest was 
rather above than below 6 per cent. ; and we have 
certainly every reason to think, from the extraordina- 
ry rapidity with which capital was recovered, after it 
had been destroyed, that tne rate of profits in general 
was quite in proportion to this high rate of interest. 

The difficulty of borrowing on mortgage during a 
considerable part of the time is perfectly well known , 
and though the pressure of tlie public debt mi^ht 
naturally be supposed to create some alarm, and in- 
cline the owners of disposable funds to give a prefer- 
ence to landed security ; yet it appears from tfie 
surveys of Arthur Young, that the number of years 
purchase given for land was in 1811, 29i, and forty 
years before, 32 or 32i,* — ^the most decisive proof 

• Ano&li of Agriculture, No. 570 pp. 96. and 97. and Ho, 271. p. 215. Mr. 
Young exprcMCfl coMiderable turprize at these mu^Xs, and does not Mem suIBeieo^' 
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that can well be imagined of an increase in the pro- 
fits of capital employed upon land. 

T^he different rates oi interest and profits in the 
t^vo periods here noticed are diametrically opposed 
to the theory of profits founded on the natural quality 
of the last laud taken into cultivation. The facts, 
which are incontrovertible, not only cannot be ac- 
counted for upon this theory, but in reference to it, 
either exchisively or mainly, they ought to be di- 
rectly the reverse of what they are found to be in 
reality. 

The nature of these facts, and the state of things 
under which they took place, (in the one case, in a 
state of peace with a slack demand for agricultural 
products, and in the other, a state of war with an 
unusual demand for these products,) obviously and 
clearly point to tke relative redundancy or deficiency 
of capital, as, according to every probability, con- 
nected with them. And the question which now 
remains to be considered, is, whether the circum- 
stances which have been stated in this section are 
sufficient to account theoretically for such a free 
operation of this principle, notwithstanding the pro- 
gressive accumulation of capital, and the progressive 
cultivation of fresh land, as to allow of low profits 
at an earlier period of this progress and high profits 
at a later period. At all events, the facts must be 
accounted for, as they are so broad and glaring, 
and others of the same kind are in reality of such 
frequent recurrence, that I cannot but consider them 
as at once decisive against any theory of profits which 
is inconsistent with them. 

In the first period of the two which have been 
noticed, it is known that the price of corn had fallen, 
but that the wages of labour had not only not fallen 
iu proportion, but had been considered by some 

ly iware, that the oumber or yean purchaie (iven for land has nothifif^ to do with 
prieet, but mainly expresMS the abundance or tcarcif y of niovdble capital compared 
with tUe ineani of eujployinz it. 
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authorities as having risen. Adam Smith states ds 
fall of com and the rise of labour during the fei 
sixty-four years of the last century as a sort of estab- 
lished fact ;* but Arthur Young, in his very uscfal 
inquiries into the prices of corn and labour published 
in his Annals of Agriculture, seems to think with 
some reason, that the fact is not well authenticated, 
and is besides a little inconsistent with the apparpiitli 
slack demand for labour and produce and compara- 
tively slow progress of population, which took place 
during the period in question.f Allowing, however, 
even a stationary price of labour, with a ndling price 
of com, and the fall of agricultural profits is at ooce 
accounted for. Such a state of prices might alone 
be much more than sufficient to counteract the efiects 
arising from the circumstance of pretty good laod 
being yet uncultivated. When we add, that the other 
outgoings belonging to the farmers^ capital, such as 
leauier, iron, timber, &c. &c., are supposed to have 
risen while his main produce was falhng, we can be 
at no loss to account for a low rate of agricultural 
profits, notwithstanding the unexhausted state of the 
country* And as to the low rate of mercantile and 
manufacturing profits, that would be accounted for at 
once by the proportion of capital to labour. 

In the subsequent period, from 1793 to 1813, it is 
probable that all the circumstances noticed in this sec- 
tion concurred to give room for the operation of that 
principle which depends upon the proportion of capi- 
tal to labour. 

In the first place, there can be no doubt of the 
improvements m agriculture which were going for- 
wards during these twenty years, both in reference to 
the general management of the land and the instru- 
ments which are connected with cultivation, or v^^hicb 
in any way tend to facilitate the bringing of raw produce 

• Wealth ofNatioiM, Book I. eh. xi. p. 309. 313. 6th fdit. 
f Aumli or Agriculture, Na S?0. p. 88. ' 
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to market. 2dlj, the increasing practice of task-work 
during these twenty years, togetner with the increas- 
ing employment of women and children, unquestiona- 
\>\y occasioned a great increase of personal exertion ; 
and more work was done by the same number of per- 
sons and families than before. 

Xhese two causes of productiveness in the powers 

of labour were evidently encouraged and in a manner 

called into action by the circumstances of the times, 

that is, by the high price of corn, which encouraged 

the employment of more capital upon the land with 

the most effective modes of applying it, and by the 

increasing demand for labour, owing to the number 

of men wanted in the army and navy at the same time 

that more than ever were wanted m agriculture and 

manufactures. 

The third cause, which had a very considerable 
effect, much more indeed than is generally attributed 
lo it, was a rise in the money price of corn without a 
proportionate rise in mercantile and manufacturing 
produce. This state of things always allows of some 
diminution in the com wa^es of labour without a 
proportionate diminution of the comforts of the labour- 
er ; and if the money price of the farmer's produce 
increases without a proportionate increase in tne price 
of labour and of the materials of which his capital 
consists, this capital becomes more productive ana his 
profits must necessarilv rise. 

In a country in w^ich labour had been well paid, 
it is obvious that an alteration in the proportion 
between labour and capital might occasion a rise in 
the rate of profits without supposing any increase in 
the productive powers of labour, fiut all the causes 
just noticed are of a nature to increase the productive 
powers both of labour and capital ; and if in any case 
they are of sufficient force to overcome the effect of 
taking poorer land into cultivation, the rate of profits 
may rise consistently even with an increase m the 
real wages of labour. 
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In the case in qaestion, thoogh it is generally snp- 
posed that the money wages of labour did not rise ii 

froportion to the rise in the price o( proTisions ; vet 
cannot help thinking, both trom the acknowted]^ 
demand for labour and the rapid increase of popab- 
tion, that, partly owing to parish assistance aod the 
more extended use of potatoes, and partly to task- 
work and the increased employment of ivoraen aoil 
children, the labouring classes had on an average an 
increased command over the necessaries of Kfe. I am 
inclined to think, therefore, that the increased rate of 
profits from 1793 to 1813 did not arise so much frcm 
the diminished quantity of agricultural produce given 
to the labourer's family, as from the increase in the 
amount of agricultural produce obtained hy the same 
number of families. As a matter of fact, I bstre no 
doubt that, as I stated in the chapter on rent, the capi- 
tal employed upon the last land taken into cuIfiVatioB 
in 1813, was more productive than the capital ejmploj- 
ed upon the last land taken into cultivation in 1727; 
and It appears to me that the causes which have been 
mentioned are sufficient to account for it theoretica//j, 
and to make such an event appear not only possible, 
but probable, and likely to be of frequent recur- 
rence. 

It will be said, perhaps, that some of the caases 
which have been noticed are in part accidental ; and 
that in contemplating a future period, we cannot kj 
our account to improvements in agriculture, and an 
increase of personal exertions in the labouring classes. 
This is in some degree true. At the same time it 
must be allowed that a great demand for corn of home 
growth must tend greatly to encourage improvements 
m agriculture, and a great demand for labour must 
stimulate the actual population to do more work; and 
when to these two circumstances we add the neces- 
sary effect of a rising price of com owing to an 
increase of wealth, without a proportionate tiseol 
other commodities, the probabilities of an increase ifl 
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the productive powers of labour sufScient to counter- 
V>a\?ince the effect of taking additional land into culti- 
vation are so strong, that, in the actual state of most 
countries in the world, or in their probable state for 
some centuries to come, we may fairly lay our 
account to their operation when the occasion calls 
for them. 

I should feel no doubt, for instance, of an increase 

in the rate of profits in this country for twenty years 

together, at the beginning of the twentieth century, 

compared with the twenty years which are now com* 

log on ; provided this near period were a period of 

profound tranquillity and peace and abundant capital, 

and the future period were a period in which capital 

was scanty in proportion to the demand for it owing 

to a war, attended by the circumstances of an increas* 

ing trade and an increasing demand for agricultural 

produce similar to those which were experienced 

from 1793tol8ia 

But if this be so, it follows, that in tha actual state 
of things in most countries of the world, and within 
limited periods of moderate extent, the rate of profits 
will practically depei^d more upon the causes which 
affect the relative abundance or scarcity of capital, 
than on the natural powers of the last land taken into 
cultivation. And consequently, to. dwell on this 
latter point as the sole, or even the main cause which 
determines profits, must lead to the most erroneous 
conclusions. Adam Smith, in stating the cause of 
the fall of profits, has omitted this point, and in so 
doing has omitted a most important consideration; 
but in dwelling solely upon the abundance and com* 
petition of capital, he is practically much nearer the 
truth,* than those who dwell almost exclusively on 
the quality of the last land taken into cultivation. 

• Ptrbapt it ought to bf allowed thit Adam Snuitb, io tpeakiof of the efli«tt of 
aocumulatioo and competition on proSts, naturally means to refer (o a limited terri- 
tory, a limited popuntioo, and a limited demand; but aeeumtilatioo of capital 
uodcr these circuniftaaces^invoiYet every cauM that can affect profits. 
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SECTION IV. 
Retnarka on Mr, Ricardo^a Theory of Profitsm 

According to Mr. Ricardo, profits are regulated bj 
wages, and wages by the quality of the lautt land 
taken into cultivation. This theory of profits depeiidi 
entirely upon the circumstance of the mass of commo- 
dities remaining at the same price, while monejr con- 
tinues of the same value, whatever may be the Taria- 
tions in the price of labour. This uniformity in the 
value of wages and profits taken together is indeed 
assumed by Mr. Ricardo in all his csuculations, from 
one end of his work to the other ; and if it were true, 
we should certainly have an accurate rule which 
would determine the rate of profits upon any givea 
rise or fall of money wages. But if it be not true, 
the whole theory falls to the ground. We can infer 
nothing respecting the rate of profits from a rise cl 
money wages, if commodities, instead of remaining 
of the same price, are very variously aflected, some 
rising, some falling, and a very small number indeed 
remaining stationary. But it was shewn in a former 
chapter^ that this must necessarily take place upon a 
rise in the price of labour. Consequently the money 
wages of labour cannot regulate die rate of profits. 

This conclusion will appear still more strikingly 
true, if we adopt that supposition respecting die 
mode of procuring the precious metals, wnich would 
certainly maintain them most strictly of the same 
value, that is, if we suppose them to be procured by 
a uniform quantity of unassisted labour without aoy 
advances in the shape of capital beyond the necessa- 
ries of a single day. That the precious metals would 
in this case retain, more completely than in any other, 
the same value, cannot be denied, as they would both 

• Cb«p. ii. lectf. 4 and 5. 
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cost and command the same quantity of labouf. 
But in. this case, as was before stated, the money 
price of labour could never permanently rise. We 
cannot however for a moment imagine that this 
impossibility of a rise or fall in the money price of 
labour could in any respect impede or interrupt the 
natural career of profits. The continued accumula- 
tion of capital and increasing difficulty of procuring 
subsistence would unquestionably lower profits. All 
commodities, in the production of which the same 
quantity of labour continued to be employed, but 
^with the assistance of capitals of various kinds and 
amount, would fall in price, and just in proportion to 
the degree in which the price of the commodity had 
before oeen affected by profits ; and with regard to 
corn, in the production of which more labour would 
be necessary, this article would rise in money price, 
notwithstanding the capital used to produce it, just 
to that point which would so reduce corn wages as 
to render the population stationary ; and thus all the 
effects upon profits, attributed by Mr. Ricardo to a 
rise of money wages, would take place while money 
wages and the value of money remained precisely the 
same. This supposition serves further to shew how 
very erroneous it must be to consider the fall of profits 
as synonimous with a rise of money wages, or to 
make the money price of labour the great regulator 
of the rate of profits. It is obvious that, in this case, 
profits can only be regulated by the principle of com- 
petition, or of demand and supply, which, would 
determine the degree in which the prices of commo- 
dities would fall; and their prices, compared with 
the uniform price of labour, would mainly regulate 
the rate of profits. 

But Mr. Ricardo never contemplates the fall of 
prices as occasioning a fall of profits, although prac- 
tically in many cases, as well as on the preceding 
supposition, a fall of profits must be produced m this 
way. 
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Let US suppose a prosperous comsiercial qu. 
greatly excelling in some manufactures, and pmchs^ 
mg all its corn abroad. At first, and perhaps ftur a 
considerable time, the prices of its manufactures is 
foreign markets might be such as, compared iwitb the 
price of its importra corn, to yield hign profits ; bat, 
as capital continued to be accumulated and employed 
in larger quantities on the exportable manuiaciures* 
such manufactures, upon the principles of demand and 
supply, would in all probability fall in price. A lar- 
ger portion of them must then be exchanged for a 
given portion of corn, and profits would necessarily 
fall. It is true that, under these circumstances, the 
labouring manufacturer must do more work ibr his 
support, and Mr. Ricardo would say that this is the 
legitimate cause of the fall of profits. In this 1 am 

Juite willing to agree with him; but surely the sped- 
c cause, in this case, of more work being necessary 
to earn the same quantity of corn, is the fall in the 
prices of the exportable ms^ufactures with which it is 
purchased, and not a rise in the price of com, which 
may remain exactly the same. The fall in these 
manufactures is the natural consequence of an in- 
crease of suppl;^ arising from an accumulation of 
capital more rapid than the extension of demand for 
its products ; and that the fall of profits so occasioned 
depends entirely upon the principles of demand and 
supply will be acknowledged, if we acknowledge, as 
we certainly must do, that the opening a new market 
for the manufactures in question would at once pat 
an end to the fall of profits. 

Upon the same principle, of considering the prices 
of commodities as constant, Mr. Ricardo is of opuioo, 
that if the prices of our corn and labour were to fall, 
the profits of our forei£n trade would rise in propor- 
tion. But what is it, 1 would ask, that is to fix tiie 
1)riccs of commodities in foreign markets ? — ^not mere* 
y the quantity of labour which has been employed 
upon them, because, as was noticed in a former dhap* 
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ter, commodities will be found selling at the same 
price in foreign markets, which have cost very dif- 
ferent quantities of labour. But if they are deter- 
mined, as they certainly are, both on an average and 
at the moment, by supply and demand, what is to 
prevent a much larger supply, occasioned by the com- 
petition of capital thrown out of employment, from 
rapidly lowering prices, and with them reducing the 
rate of profits ? 

If the price of corn duiring the last twenty-five 
years could have been kept at about fifty shillings the 
quarter, and the increasing capital of the country had 
chiefly been applied to the working up of exportable 
commodities for the purchase of foreign corn, I am 
strongly disposed to believe that the profits of stock 
would have been lower in<itead of higher. The mil- 
lions which have been employed in permanent agri- 
cultural improvements* have had no tendency what- 
ever to lower profits ; but if, in conjunction with a 
large portion of the common capital employed in 
domestic agriculture, they had been added to the 
already large capitals applied to the working up of 
exportable commodities, I can scarcely feel a doubt 
that the foreign markets would have been more than 
fully supplied ; that the prices of commodities would 
have been such as to make the profits of stock quite 
low ;t and that there would have been both a greater 
mass of moveable capitals at a loss for employment, 
and a greater disposition in those capitals to emigrate 
than has actually taken place. 

Mr. Ricardo has never laid any stress upon the in- 
fluence of permanent improvements in agriculture on 

* The millioof orciipita) which have been expended in draininei, and in the rcMidi 
and canals for the convpynnce of agrictiltiiral productii, have tended rather to raiie 
than lower profili ; and millions and million* mny yet be employed with the tame 
advantageous effect. 

t Our present body of manufacturen, when tlioy call for imported eom, think 
chiefly of the additiontl demand for iheir X'oda occasioned by the increased im- 
jK>rts and seem quite to forget the prodigious increase of supply which must be occa- 
sioned by the competition in «o many more cvpiials and workmen in the fame Hoc of 
business. 
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the profits of stock, although it is one of tl» mosi 
important considerations in the whole compass d 
Political Economy, as such improvements unques- 
tionably open the largest arena for the emplojnieni 
of capital without a diminution of profits. He 
observes, that " however extensive a country may be, 
where the land is of a poor quality, and where the 
importation of food is prohibited, the most moderate 
ac(*umulations of capital will be attended with grea? 
reductions in the rate of profits, and a rapid rise in 
rent ; and on the contrary, a small but fertile couniir. 
particularly if it freely permits the importation of 
food, may accumulate a lar^e stock of capital, with- 
out any great diminution m the rate of profits, or 
any great increase in the rent of land."* 

Adverting to the known effects of permaneot 
improvements on the land, I should have drawn an 
inference from these two cases precisely the le verse 
of that which Mr. Ricardo has drawn. A very exten- 
sive territory, with the soil of a poor quality, yet all, 
or nearly all capable of cultivation, might, by conti- 
nued improvements in agriculture, admit of the em- 
ployment of a vast mass of capital for hundreds of 
years, with little or with no fall of profits ; while the 
small but fertile territory, being very soon filled with 
all the capital it could employ on the land, would be 
obliged to employ its further accumulations in the 
purchase of corn with falling manufactures ; a state 
of things which might easily reduce profits to their 
lowest rate before one-third of the capital had been 
accumulated that bad been accumulated in the for* 
mer case. 

A country,, which accumulates faster than its 
neighbours, might for hundreds of years still keep up 
its rate of profits, if it were successful in making per- 
manent improvements on the land ; but, if with the 
same rapidity of accumulation it were to depend 
chiefly on imported corn, its profits could scarreh 

• Pi inc. of Polit. Eron. rh. vi. p. 133. 2d edit. 
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fail to fall ; and the fall would probably be occasion- 
ed, not by a rise in the bullion price of corn in the 
ports of Europe, but by a fall in the bullion •price of 
the exports with which the corn was purchased by 
the country in question. 

These statements appear to me to accord with 
the most correct theory of profits, and they certainly 
seem to be confirmed by experience. I have already 
adverted to the unquestionable fact of the profits on 
land being higher in 181 3 than they were above eighty 

? rears before, although in the interval millions and mil- 
ions of accumulated capital had been employed on the 
soil. And the effect of tailing prices in reducing profits 
is but too evident at the present moment. In the largest 
article of our exports, the wages of labour are now 
lower than they probably would be in an ordinary state 
of things if com were at fifty shillings a quarter. 
If, according to the new theory of profits, the prices 
of our exports had remained the same, the master 
manufacturers would have been in a state of the 
most extraordinary prosperity, and the rapid accu- 
mulation of their capitals would soon have employed 
all the workmen that cx)uld have been found, out, 
instead of this, we hear of glutted markets, falling 
prices, and cotton goods selling at Kamschatka lower 
than the costs of production. 

It may be said, perhaps, that the cotton trade 
happens to be glutted ; and it is a tenet of the new 
doctrine on profits and demand, that if one trade be 
overstocked with capital, it is a certain sign that 
some other trade is understocked. But where, I 
would ask, is there any considerable trade that is 
confessedly understocked, and where high profits have 
been long pleading in vain for additional capital ? 
The war has now been at an end above four years ; 
and though the removal of capital generally occasions 
some partial loss, yet it is seldom long in taking 
place, if it be tempted to remove by great demand 
and high profits ; but if it be only discouraged from 



260 or THE PROFITS OF CAPITAL. [C0. V. 

proceeding in its accustomed course by falling profits 
while the profits in all other trades, owing to genera: 
low prices, are falling at the same time, thou^ nor 
perhaps precisely in the same degree, it is tijc^hiT 
probable that its motions will be slow and hesi- 
tating. 

It must be allowed then, that in contemplatine 
the altered relation between labour and the produce 
obtained by it which occasions a fall of profits, we 
only take a view of half the question if we advert 
exclusively to a rise in the wages of labour v^tbout 
referring to a fall in the prices of commodities. — 
Their effects on profits may be precisely the same; 
but the latter case, where there is no question re- 
specting the state of the land, shews at once hoir 
much profits depend upon the prices of commodities, 
and upon the cause which determines these prices, 
namely the supply compared with the demand. 

At all times mdeed, and on every supposition, the 
great limiting principle which depends upon the in- 
creasing difiiculty of procuring food from the soil, or 
on the still more general cause, a limitation of the 
population, in whatever way it may be occasioncxi, is 
ready to act ; and, if not overcome by countervailing 
facilities, will necessarily lower the rate of profits on 
the land, and from the land this fall will extend to 
all other departments of industry. But even this 
great principle operates according to the laws of de- 
mand and supply and competition. 

The specific reason why profits must fall as the 
land becomes more and more exhausted is, that from 
the intrinsic nature of necessaries, and of the soil 
from which they are procured, the demand for them 
and the price of them cannot possibly go on iocreas- 
in£ in proportion to the expense of producing them. 
The cost in labour of producing capital bcreases 
faster than the value of such capital when produced^ 
or its eflSciency in setting fresh labourers to work. 
The boundary to the further value of and demand for 



^1£.C. IV.] OP THE PROFITS OF CAPITAL. 



261 



com. 



lies clear and distinct before us. Putting im- 
portation out of the Question, it is precisely when the 
produce of the last land taken into cultivation will 
but iust replace the capital and support the population 
employed in cultivating it. Profits must then be at 
their lowest theoretical limit In their progress 
tow^ards this point, the continued accumulation of 
capital will always have a tendency to lower them ; 
and at no one period can they ever be higher than 
the state of the land, under all the circumstances, 
will admit. 

They may be lower, however, as was before stated, 
in any degree, from an abundant supply of capital 
compared with the demand for produce ; and practi- 
cally they are very rarely so high as the actual state 
of the land combined with the smallest possible 
quantity of food awarded to the labourer would admit 
of. But what would be the effects upon the profits 
of stock of any given increase of capital, or even of 
any given increase of the labour necessary to pro- 
duce a certain quantity of com, it would be quite 
impossible to say before hand. 

In the case of a mere increase of capital, however 
large, it has appeared that circumstances mieht occur 
to prevent any fall of profits for a great length of 
time. And, even in the case of an mcrease in the 
Quantity of labour necessary to produce corn, it would 
depend entirely upon the principles of demand and 
supply and competition, whether the increase in the 
price of corn would be such as to throw almost the 
whole of the increased difficulty of production upon 
labour, or such as to throw almost the whole of it 
upon profits, or finally such as to divide the loss more 
equally in various proportions between them. 

No theory of profits therefore can approach towards 
correctness, which attempts to get rid of the principle 
of demand and supply and competition. 
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CHAPTER VI. 



OF THE DISTINCTION BETWEEN WEALTH AND VAUCt 

It has been justly stated by Adam Smith, that a man 
is rich or poor according to the degree in whicA k 
can afford to enjoy the necessaries, conFeniences, and 
amusements of human life. And it follows from 
this definition that, if the bounty of nature furnished 
all the necessaries, conveniences and amusements of 
life to every inhabitant of a country in the fullest 
measure of proportion to his wishes, such a couBtrj 
would be in the highest degree wealthy, without pos- 
sessing any thing which would have exchangeahk 
value, or could command a single hour's labour. 

In this state of things, undoubtedly, wealth has 
nothing to do with exchangeable value. But as ttits 
IS not the actual state of things, nor likely to be so 
at any future time ; as the bounty of nature fumisheS' 
but few of the necessaries, conveniences and amuse- 
ments of life to man without the aid of his own exer- 
tions ; and as the great stimulus to exertion is lk 
desire to possess what can only be possessed bj 
means of some labour or sacrifice, it will be foufltf 
that, in the real state in which man is placed on earth, 
wealth and exchangeable value, though still hjno 
means the same, are much more nearly connected 
than they have sometimes been supposed to be. 

In considering the different quantities of the same 
commodity which, under different circumstances, 
have the same exchangeable value, the distinctionis 
indeed perfectly obvious. Stockings do not lose half 
their power or contributing to the comfort and con- 
venience of the wearer, because by improved machi- 
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nery they can be made at half the price, or their 

exchangeable value be reduced one half. It will be 

readily allowed that the man who has two pairs of 

stockings of the same quality instead of one pair, 

possesses, as far as stockings are concerned, a double 

portion of the conveniences of life. 

Yet even in this case he is not in all respects 
doubly rich. If, indeed, he means to use them nim- 
self, he really has twice as much wealth, but if he 
means to exchange them for other commodities, he 
has not ; as one pair of stockings, under certain cir- 
cumstances, may command more labour and other 
commodities than even two or even three pairs after 
very great improvements have been made in the 
machinery used in producing them. In all cases 
however of this description, the nature of the diffe- 
rence between wealth and value is sufficiently 
marked. 

But when we come to compare objects of different 
kinds, there is no other way of estimating the degree 
of wealth which the possession and enjoyment of 
them confer on the owner, than by the relative esti- 
mation in which thev are respectively held, evinced 
by their relative exchangeable values. If one man 
has a certain quantity of tobacco, and another a cer- 
tain quantity of muslin, we can only determine which 
of the two is the richer by ascertaining their relative 
command of wealth in the market. And even if one 
country exports corn, and imports lace and cambrics, 
notwithstanding that corn has a more marked and 
definite value in use than any other commodity, the 
estimate must be formed exactly in the same way. 
Luxuries are a part of wealth, as well as necessaries. 
The country would not have received lace and cam- 
brics in exchange for its corn, unless its wealth, or its 
necessaries, conveniences and luxuries taken together, 
had been increased by such exchange ; and this in- 
crease of wealth cannot possibly be measured in any 
other way than by the increase of value so occasionedf. 
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founded upon the circumstance that the commoAte 
received are more wanted and held in higher estima- 
tion than those which were sent away. 

Wealth, however, it will be allowed, does n^ 
always increase in proportion to the increase of valoe : 
because an increase of value may sometimes take 
place under an actual diminution of the necessaries, 
conveniences and luxuries of life ; but neither does it 
increase in proportion to the mere quantity of wl»r 
comes under the denomination of wealth, because tfae 
various articles of which this quantity is composet^ 
may not be so proportioned to the wants and powers 
of the society as to give them their proper vaiue. 
The most useful commodity, in respect of its quali- 
ties, if it be absolutely in excess, not only loses its i 
exchangeable value, but its power of supplying tbe ' 
wants of the society to the extent of its quantity, ^ 
part of it therefore loses its quality of wealth. If the 
roads and canals of England were suddenly brokei? 
up and destroyed, so as to prevent all passage and 
interchange of goods, there would at ifirst be no dimi- 
nution of commodities, but there would be immedi- 
ately a most alarming diminution both of tralue and 
wealth. A great quantity of goods would at once 
lose their value by becoming utterly useless; and 
though others would rise in particular places, yet from 
the general want of power to purchase, the rise would 
by no means compensate for the fall. The whole 
exchangeable value of the produce estimated in 
labour, com, or money, would be greatly diminished ; 
and it is quite obvious that the wealth of the societj 
would be most essentially impaired ; that is, its wants 
would not be in any degree so well supplied as be- 
fore. 

It appears then that the wealth of a country de- 

Eends partly upon the quantity of produce obtained 
y its labour, and partly upon such an adaptation of 
it to the wants and powers of the existing population 
as is calculated to give it value. 
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But wbere wealth aod value are perhaps the most 

nearly connectedy is in the constant necessity of the 

latter to the production of the former. In the actual 

state of things, no considerable quantity of wealth can 

be obtained except by considerable exertions ; and 

unless the value which an individual or the society 

places on the object when obtained fully compensates 

the sacrifice which has been made to obtain it, such 

wealth will not be produced in future. If labour 

alone be concerned in its production, as in shrimping, 

in the collection of hips and wild strawberries, and 

some other exertions of mere manual labour, it is 

obvious that this wealth will not be collected, will not 

be used to supply any of the wants of the society, 

unless its value when collected will, at the least, com* 

mand as much labour as the collection of it cost. 

If the nature of the object to be obtained requires 
advances in the shape of capital, as in the vast majori- 
ty of instances, then by wnomsoever this capital is 
furnished, whether by the labourers themselves or by 
others, the commodity will not be produced, unless 
the estimation in which it is held by the society or its 
value in exchange be such, as not only to replace all 
the advances of labour and other articles which have 
been made for its attainment, but to pay the usual 
profits of capital. 

It is obviously therefore the value of commodities, 
or the sacrifice of labour and of other articles which 
people are willing to make in order to obtain them, 
that in the actual state of things may be said to be the 
sole cause of the existence of wealth ; and this value 
is founded ou the wants of mankind, and the adapta- 
tion of particular commodities to supply these wants, 
independently of the actual quantity of labour which 
these commodities may cost in their collection or pro- 
duction. It is this value which is not only the great 
stimulus to the production of all kinds of wealth, but 
the great regulator of the forms and relative quantities 
in which it shall exist. No species of wealth can be 

34 
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brought to market for a continuance, unless some paut 
of the society sets a value upon it equal to its natojal 
or necessary price, and is both able and willing to 
make a sacrifice to this extent in order to obtaia it. 
A tax will entirely put an end to the producticm o£ a 
commodity, if no one of the society is disposed to 
value it at a price equal to the new conditions of us 
supply. And on the other hand, commodities will be 
continually increased in quantity so long as the num- 
bers of those, who are able and willing to give a vaiiK 
for them equal to this price, continue to increase. 

In short, the market prices of commodities are tbe 
iir mediate causes of all the great movements of society 
in the production of wealth, and these market prices 
always express clearly and unequivocally the ex* 
changeable value of commodities ac the time and place 
in which they are exchanged, and differ only from 
natural and necessary prices as the actual state of tbe 
demand and supply, with re^rd to any particular 
article, may differ from the ordmary and average state. 

The reader of course will observe, that in using the 
term value, or value in exchange, I always mean it to 
be understood in that enlarged and, as I conceive, 
accustomed and correct sense, according to which I 
endeavoured to explain and define it in the Second 
Chapter of this work, and never in the confined sense 
in which it has been lately applied by Mr. Ricardo, as 
depending exclusively upon the actual quantity o( 
labour employed in production.* Understood in this 
latter sense, value, certainly, has not so intimate a 
connection with wealth. In comparing two countries 
together of different degrees of fertility, or in compar- 
ing an agricultural with a manufacturing and com- 

* Mr. Ricardo nyt, (ch. xx. p. 343.) '* Tbat coaimodity is akme iBvariihk. 
which at all times requires the same sacrifice of toil and labour to produce iL* 
What does the term ** invariable** mean here f It cannot mean inwontAU in fU 
exciianKeable value ; because Mr. Ricardo has himself allowed that commoditiei 
which have oost the laaie sacrifice of toil and Itibour will very frequeatlj not 
exchangp for each olher. Asa oieasure of value in exchange, this standard is oMch 
more variable thun those which he has rejected : and in what othnr Moae it ii Co he 
imdontood, itit not easy to mj. 
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mercial country, their relative wealth would be very 
different from the proportion of labour employed by 
each in production ; and certainly the increasing 
quantity of labour necessary to produce any commo- 
dity would be very far indeed from being a stimulus 
to its increase. In this sense therefore wealth and 
value are very different. 

But if value be understood in the sense in which it 
is most generally used, and according to which I have 
defined it, wealth and value, though certainly not 
always the same, will appear to be very nearly con- 
nected ; and in making an estimate of wealth, it must 
be allowed to be as grave an error to consider quantity 
without reference to value, as to consider value with- 
out reference to quantity. 



( 268 ) 



CHAPTER VII. 



ON THK IMMKDUTK CAUSKS OF THK PFrCKFS,'«OF 
WEALTH. 



SECTION I. 



Statemenl of the particular Object of Inqtdr^m 

There is scarcely any inquiry more curious, or from 
its ' importance, more worthy of attention, than that 
which traces the causes which practically check the 
progress of wealth in different countries, and stop it. 
or make it proceed very slowly, while the power of 
production remains comparatively undiminished, or 
at least would furnish the means of a great and 
abundant increase of produce and population. 

In a former work* I endeavoured to trace tha 
causes which practically keep down the population 
of a country to the level of its actual supplies. It is 
now my object to shew what are the causes which 
chiefly influence these supplies, or call the powers 
of production forth into the shape of increasing 
wealth. 

. Among the primary and most important causes 
which influence the wealth of nations, must unques- 
tionably be placed, those which come under the bead 
of politics and morals. Security of property, without 
a certain decree of which, there can be no encour- 
agement to mdividual industry, depends mainly upon 
the political constitution of a country, the excellence 

* Essuy on the Piiiiciple of Population. 
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of its laws and the manner in which they are admin- 
istered. And those habits which are the most favour- 
able to regular exertions as well as to general rectitude 
of character, and are consequently most favourable 
to the production and maintenance of wealth, depend 
chiefly upon the same causes, combined with moral 
and religious instruction. It is not however my 
intention at present to enter fully into these causes, 
important and effective as they are ; but to confine 
myself chiefly to the more immediate and proximate 
causes of increasing wealth, whether they may have 
their origin in these political and moral sources, or in 
any others more specifically and directly within the 
province of political economy. 

It is obviously true that there are many countries, 
not essentially different either in the degree of security 
which they afford to pro^rty, or in the moral and 
religious mstruction received by the people, which 
yet, with nearly equal natural capabilities, make a 
very different progress in wealth. It is the principal 
object of the present inquiry to explain this ; and to 
furnish some solution of certain phenomena frequently 
obtruded upon our attention, whenever we take a 
view of the different states of Europe, or of the 
world ; namely, countries with great powers of pro- 
duction comparatively poor, and countries with small 
powers of production comparatively rich. 

If the actual riches of a country not subject to re- 
peated violences and a frequent destruction of pro- 
duce, be not after a certain period in some degree 
proportioned to its power of producing riches, this 
deficiency must have arisen from the want of an 
adequate stimulus to continued production. The 
practical question then for our consideration is, what 
are the most immediate and effective stimulants to the 
continued creation and progress of wealth. 
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SECTION II- 

Of the Increase of Population considered as a S fii w ulm /o 
the continued Increase of Wealthm 

Many writers have been of opinion that an increase 
of population is the sole stimulus necessary to the 
increase of wealth, because population, being the 
great source of consumption, must in their opinion 
necessarily keep up the demand for an increase ot 
produce, which will naturally be followed by a oqd- 
tinued increase of supply. 

That a permanent increase of population is a pow- 
erful and necessary element of increasing demand. 
will be most readily allowed ; but that the increase 
of population alone, or, more properly speaking, the 
pressure of the population hard against the limits of 
subsistence, does not furnish an effective stimulus to 
the continued increase of wealth, is not only evident 
in theory, but is confirmed by universal experience. 
If want alone, or the desire of the labouring classes 
to possess the necessaries and conveniences of life, 
were a sufficient stimulus to production, there is no 
state in Europe, or in the world, that would have 
found any other practical limit to its wealth than its 
power to produce; and the earth would probably 
before this period have contained, at the veiy least, 
ten times as many inhabitants as are supportea on its 
surface at present. 

But those who are acquainted with the nature of 
effective demand, will be fully aware that, where 
the right of private property is established, and the 
wants of society are supplied by industry and barter, 
the desire of any individual to possess the necessary 
conveniences and luxuries of life, however intense, 
will avail nothing towards their production, if there 
be no where a reciprocal demand for something which 
he possesses. A roan whose only possession is his 
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labour, has, or has not, an effective demand for produce 
according as his labour is, or is not, in demand by 
those who have the disposal of produce. And no 
productive labour will ever be in demand unless the 
produce when obtained is of greater value than the 
labour which obtained it. No fresh hands can be 
employed in any sort of industry merely in conse- 
quence of the demand for its produce occasioned by 
the persons employed. No farmer will take the 
trouble of superintending the labour of ten additional 
men merely because his whole produce will then sell 
in the market at an advanced price just equal to what 
he had paid his additional labourers. There must be 
something in the previous state of the demand and 
supply of the commodity in question, or in its price, 
antecedent to and independently of the demand occa- 
sioned by the new labourers, in order to warrant the 
employment of an additional number of people in its 
production. 

It will be said perhaps, that the increase of popu- 
lation will lower wages, and, by thus diminishing the 
costs of production, will increase the profits of the 
capitalists and the encouragement to produce. Some 
temporary effect of this kind may no doubt take 
place, but it is evidently very strictly limited. The 
fall of wages cannot go on beyond a certain point 
without not only stopping the progress of the popu- 
lation but making it even retrograde ; and before this 
point is reached, it will probably happen that the 
increase of produce occasioned by the labour of the 
additional number of persons will have so lowered 
its value, as more than to counterbalance the fall of 
wages, and thus to diminish instead of increase the 
profits of the capitalists and the power and will to 
employ more lal)our. 

It is obvious then in theory, that an increase of 
population, when an additional quantity of labour is 
not wanted, will soon be checked by want of employ- 
ment, and tJhe scanty support of those employed, and 



272 ON THE IMMEDIATE CAU8CS [CH. TIU 

will not furnish the required stimulus to aa increas 
of wealth proportioned to the power of productioo. 

But, if any doubts should remain with respect to 
the theory on the subject, they will surely be djssipai- 
ed by a reference to experience. It is scarcely pcssi- 
ble to cast our eyes on any nation of the world with- 
out seeing a striking confirmation of what has beee 
advanced. Almost universally, the-actual wealth oJ 
all the states with which we are acquainted is very 
far short of their powers of production ; and almosi 
universally among those states, the slowest progress 
in wealth is made where the stimulus arising from 
population alone is the greatest, that is, vi^here the 
population presses the hardest against the limits of 
subsistence. It is quite evident that the only fair 1 
way, indeed the only way, by which we can Judge 
of the practical effect of population alone as a stimu- 
lus to wealth, is to refer to those countries where, from 
the excess of population above the funds applied to 
the maintenance of labour, the stimulus of want is 
the greatest. And if in these countries, which still 
have great powers of production, the progress of 
wealth is very slow, we have certainly all the evi- 
dence which experience can possibly give us, tiat 
population alone cannot create an effective demand 
for wealth. 

To suppose an actual and permanent increase of 
population is to beg the question. We may as we// 
suppose at once an increase of wealth; because an 
actual and permanent increase of population cannot 
take place without a proportionate or nearly propor- 
tionate increase of wealth. The question really is, 
whether encouragements to population, or even the 
natural tendency of population to increase beyond 
the fimds for its maintenance, so as to press hard 
against the limits of subsistence, will, or^wiU not, 
alone furnish an adequate stimulus to the increase of 
wealth. And this question, Spain, Portugal, Poland) 
Hungary, Turkey, and many other coontries in 
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Europe, together with nearly the whole of Asia and 
Africa, and the greatest part of America, distinctly 
Qinswer in the negative. 



SECTION III. 

Of Accumvlcdum^^ or the Saving from Revenw to add to 
^rOpitaly 
Vealth. 



Capital^ considered as a Slimultis to the Increase of 
Weair 



Those who reject mere population as an adequate 
stimulus to the increase ot wealth, are generally dis- 
posed to make every thing depend upon accumula- 
tion. It is certainly true that no permanent and con- 
tinued increase of wealth can take place without a 
continued increase of capital; and I cannot agree 
with Lord Lauderdale in thinking that this increase 
can be effected .in any other way than by saving from 
the stock which might have been destined for imme- 
diate consumption, and adding it to that which is to 
yield a profit ; or in other words, by the conversion of 
revenue into capital.* 

But we have yet to inquire what is the state of things 
which generally disposes a nation to accumulate ; and 
further, what is the state of things which tends to 
make that accumulation the most effective, and lead 
to a further and continued increase of capital and 
wealth. 

It is undoubtedly possible by parsimony to devote 
at once a much larger share than usual of the produce 
of any country to the maintenance of productive 
labour; and it is quite true that the labourers so 

* See Lord Laoderdale*R Chapter on Parsimony, in hif Inaiiiry into the Nature 
tod Origin of Public Wealth, ch. iv. p. 198 2d. edit. Lord Liuderdale appears to 
bave gooe at much too far in deprecating acctimolation, as soine other writers io 
recommending it. This tendency to extremes is exactly what I consider as the great 
source oC error io political economy. 

35 
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employed are consamers as well as unprodoctivf 
labourers ; and as far as the labourers are ccmcemei 
there would be no diminution of consumption a 
demand. But it has already been shewn that the coo- 
sumption and demand occasioned by the persons f m 
ployed in productive labour c&n never alone furnish a 
motive to the accumulation and employment of capital . 
and with regard to the capitalists themselves, tc^ether 
with the landlords and other rich persons, they hare< 
by the supposition, agreed to be parsimonious, and b\ 
depriving themselves of their usual conveniences aDii 
luxuries to save from their revenue and add to ther 
capital. Under these circumstances, I w*ould ask, how 
it is possible to suppose that the increased quantity o^' 
commodities, obtained by the increased number of pro- 
ductive labourers, should find purchasers, without such 
a fall of price as would probably sink their value be]oT\ 
the costs of production, or, at least, very greatly 
diminish both the power and the will to save. 

It has been thought by some very able writers, tJiai 
although there may easily be a glut of particular com- 
modities, there cannot possibly be a glut of commodi- 
ties in general ; because, according to their view of 
the subject, commodities being always exchanged for 
commodities, one half will furnish a market for the 
other half, and production being thus the sole source 
of demand, an excess in the supply of one article 
merely proves a deficiency in the supply of some 
other, and a general excess is impossible. M. Say, 
in his distinguished work on political economy, has 
indeed gone so far as to state that the consumption ot 
a commodity by taking it out of the market diminish- 
es demand, and the production of a commodity pro- 
portionably increases it. 

This doctrine, however, to the extent in which it 
has been applied, appears to me to be utterly unfound- 
ed, and completely to contradict the great principles 
which regulate Supply and demand. 

It is by no means true, as a matter of fact, that 
commodities are always exchanged for commodities. 
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Xhe mreat mass of commodities is exchang^ed directly 
for IsOJour, either productive or unproductive ; and it 
is quite obvious that this mass of commodities, com- 
pared with the labour with which it is to be eitcbang- 
ed, may fall in value from a glut, just as any one com- 
modity falls in value from an excess of supply, com- 
pared either with labour or money. 

In the case supposed there would evidently be an 
unusal quantity of commodities of all kinds in the 
market, owing to the unproductive labourers of the 
country having been converted, by the accumulation 
of capital, into productive labourers ; while the num- 
ber of labourers altogether being the same, and the 
power and will to purchase for consumption among 
landlords and capitalists being by supposition dimin- 
ished, commodities would necessarily fall in value, 
compared with labour, so as to lower profits almost 
to nothing, and to check for a time further production. 
But this is OTecisely what is meant by the term eluti 
which, in this case, is evidently general not parti^. 

M. Say, Mr. Mill,* and Mr. Kicardo, the principal 
authors of the new doctrines on profits, appear to me 
to have fallen into some fundamental errors m the view 
which they have taken of this subject 

In the nrst place, they have considered commodi- 
ties as if they were so many mathematical figures, or 
arithmetical characters, the relations of which were to 
be comnared, instead of articles of consumption, which 
' must ot course be referred to the numbers and wants of 
the consumers. 

If commodities were only to be compared and 
exchanged with each other, then indeed it would be 
true that, if they were all increased in their proper pro- 
portions to any extent, they would contmue to bear 

* Mr. Mill, in a reply to Mr. Speoce, ptihlubed in 1808, tiai Imid down very 
broadly the doctrine tfiat commodities are only mirchaaed by conniiodiii«;ii, and that 
OM half of them miut always ftiroish a market for the other half. The same doc- 
trine appears to be adopted in its fiiUest extent by the author of an ahlf> and uieftil 
article oo the Corn Iaws, in the Supplemeiit to the Eneyclopsdhi Britannlca, which 
baa betD referred to io a prerious chapter. 
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among themselves the same relative value ; but, if y^t 
compare them, as we certaiiiiy ought to do, ^rith xht 
mtmrbers and wants of the consumers, then a great 
increase of produce with comparatively statioDarr 
numbers and with wants dimimshed by parsimoDT; 
must necessarily occasioned great fall of value estinaV 
ed in labour, so that the same produce, tbougliic 
might have cost the same quantity of labour as before. 
would no longer command the same quantity ; and 
both the power of accumulation and the motive to 
accumulate would be strongly checked. 

It is asserted that efiectoal demand is nothing more 
tlian the offering of one commodity in exchange for 
another. But is this all that is necessary to eTOctoal 
demand ? Though each commodity may have cost 
the same quantity of labour and capital in its produc- 
tioUy and they may be exactly equivalent to each oth* 
er in exchange, yet why may not both be so plentiful 
as not to command more labour, or but very fittle 
more than they have cost ; and in this case, would the 
demand for them be effectual ? Would it be such as 
to encourage their continued production ? Unques^ 
tionably not. Their relation to each other may not 
have changed ; but their relation to the wants of the 
society, their relation to bullion, and their relation to 
domestic and foreign labour, may have experienced a 
most important change. 

It will be readily allowed that a new commodity 
thrown into the market, which, in proportion to the 
labour employed upon it, is of higher exchangeable 
value than usual, is precisely calculated to increase 
demand ; because it implies, not a mere increase of 
quantity, but a better adaptation of the produce to 
the tastes, wants and consumption of the society. But 
to fabricate or procure commodities of this kina b the 
grand difficulty ; and they certainly do not naturally 
and necessarily follow an accumulation of capital and 
increase of commodities, most particularly when such 
accumulation and increase have been occasioned by 
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eeonomy of consumption, or a discouragement to the 
indulgence of those tastes and wants, which are the 
very elements of demand. 

B/lr. Ricardo, though he maintains as a general 
position ihat capital cannot be redundant, is obliged 
to make the following concession. He says, " There 
is only one case, and that will be temporary, in which 
the accumulation of capital with a low price of food 
may be attended with a fall of profits ; and that is, 
when the funds for the maintenance of labour increase 
much more rapidly than population ; — wages will then 
be high and profits low. If every man were to 
forego the use of luxuries and be intent only on ac- 
cumulation, a quantity of necessaries might be pro- 
duced for which there could not be any immediate 
consumption. Of commodities so limited in number, 
there might undoubtedly be an universal glut ; and 
consequently there might neither be demand for an 
additional quantity of such commodities, nor profits 
on the employment of more capital. If men ceased 
to consume, they would cease to produce." Mr. 
Ricardo then adds, ^^ This admission does not impugn 
the general principle."* In this remark I cannot 
quite a^ree with him. As, from the nature of 
population, an increase of labourers cannot be brought 
into the market, in consequence of a particular 
demand, till after the lapse of sixteen or eighteen 
years, and the conversion of revenue into capital 
may take place much more rapidly; a country is 
always liable to an increase of the funds for the 
maintenance of labour faster than the increase of 
population. But if, whenever this occurs, there may 
be a universal glut of commodities, how can it be 
maintained, as a general position, that capital is 
never redundant ; and that because commodities may 
retain the same relative values, a glut can only be 
partial, not general ? 

» Princ of Polit. Gcofl. rh. xxi. p. 364. td edit. 
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Another fundamental error into which the wmets 
above-mentioned and their followers appear to bar. 
fallen is, the not taking into consideration the iniio- 
ence of so general and important a principle in hamas 
nature, as uidolence or the love of ease. 

It has been supposed* that, if a certain niiinb» d 
farmers and a certain number of manufacturers had 
been exchanging their surplus food and clothing with 
each other, and their powers of production were sud- 
denly so increased that both parties could, with the 
same labour, produce luxuries in addition to what 
they had before obtained, there could be no 90ft of 
dimculty with regard to demand, as part of the 
luxuries which the farmer produced would be ex- 
changed against part of the luxuries produced bj the 
manufacturer; and the only result would be, the 
happy one of both parties being better supplied and 
having more enjoyments. 

But in this intercourse of mutual gratificatioBs, 
two things are taken for granted, which are the very 
points in dispute. It is taken for granted that hixu- 
ries are always preferred to indolence, and that the 
profits of each party are consumed as revenue. What 
would lie the effect of a desire to save under such 
circumstances, shall be considered presently. The 
effect of a preference of indolence to luxuries would 
evidently be to occasion a want of demand for the 
returns of the increased powers of production sup- 
posed, and to throw labourers out of emplojrment. 
The cultivator, being now enabled to obtain the 
necessaries and conveniencies to which he had been 
accustomed, with less toil and trouble, and his tastes 
for ribbands, lace and velvet not being full^ formed, 
might be very likely to indulge himself in mdolence, 
and employ less labour on the land ; while the manu- 
facturer, finding his velvets rather heavy of sale, 
would be led to discontinue their manufacture, and to 

• Edinburgh Review, No. LXIV. p. 471. 
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fall almost necessarily into the same indolent system 
as the farmer* That an efficient taste for luxuries, 
that is, such a taste as will properly stimulate indus-* 
try, instead of beins ready to appear at the moment 
it is required, is a plant of slow growth, the history 
of human society sufficiently shews ; and that it is a 
most important error to take for granted, that mankind 
will produce and consume all that they have the 
po^ver to produce and consume, and will never prefer 
indolence to the rewards of industry, will sufficiently 
appear from a slight review of some of the nations 
ivith which we are acquainted. But I shall have oc- 
casion for a review of this kind in the next section ; 
and to this I refer the reader. 

A third very serious error of writers ahove referred 
to, and practically the most important of the three, 
consists in supposing that accumulation ensures de* 
mand ; or that the consumption of the labourers em- 
ployed by those whose object is to save, will create 
such an effectual demand for commodities as to en- 
courage a continued increase of produce. 

Mr. Ricardo observes, that " If 10,000/. were given 
to a man having 100,000/. per annum, he would not 
lock it up in a chest, but would either increase his 
expenses by 10,000/., employ it himself productively, 
or lend it to some other person for that purpose ; m 
either case demand would be increased, although it 
would be for different objects. If he increased his 
expenses, his effectual demand might probably be for 
buildings, furniture, or some such enjoyment If 
he employed his 10,000/. productively, his effectual 
demand would be for food, clothing, and raw mate- 
rials, which might set new labourers to work. But 
still it would be demand^* 

Upon this principle it is supposed that if the richer 
portion of society were to forego their accustomed 
conveniences and luxuries with a view to accumula- 

* Princ. of Polit. EcOD. chtp. nd. p. 361. 2d edit 
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Uon, the only effect would be a directicMi of neaiiy 
the whole capital of the country to the producdOD oi 
necessaries, which would lead to a great increase a; 
cultivation and population. But, without supposisE 
an entire change in the usual motives to accumula^ 
tion, this could not possibly happen. The usaa! 
motives for accumulation are, I conceive, either tk 
future wealth and enjoyment of the individual wbc 
accumulates, or of those to whom he means to leare 
his property. And with these motives it could never 
answer to the possessor of land to employ nearlj 2I1' 
the labour which the soil could support in cultiva- 
tion ; as by so doing he would necessarily destroy to 
neat rent, and render it impossible for him, without 
subsequently dismissing the greatest part of his work- 
men and occasioning the most dreadml distress, eithei 
to give himself the means of greater enjoyment ata 
future distant period, or to transmit such means to his 
posterity. 

The very definition of fertile land is, land that wiP 
support a much greater number of persons than arp , 
necessary to cultivate it ; and if the landlord, instead ' 
of spending this surplus in conveniences, luxuries aod 
unproductive consumers, were to employ it in setting 
to work on the land as many labourers as his savin;? 
could support, it is quite obvious that, instead of 
being enriched, he would be impoverished by such a 
proceeding, both at first and m future. Nothing 
could justify such a conduct but a different motive 
for accumulation ; that is, a desire to increase the 
population — not the love of wealth and enjoyment; 
and till such a change takes place in the passions and 
propensities of mankind, we may be quite sure that 
the landlords and cultivators will not go on employ- 
ing labourers in this way. 

. What then would happen ? As soon as the land- 
lords and cultivators found that they could not realize 
their increasing produce in some way which wouM 
give them a command of wealth in future, they would 
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<»ase to employ more labour upon the land ;* and if 
the business of that part of the society which was not 
engaged in raising raw produce, consisted merely in 
preparing the other simple necessaries of life, the 
number required for this purpose being inconsidera- 
ble, the rest of those whom the soil could support 
would be thrown opt of work. Having no means of 
legally demanding a portion of the raw produce, 
however plentiful it might be at first, they would 
gradually decrease in numbers; and the failure of 
effective demand for the produce of the soil would 
necessarily diminish cultivation, and throw a still 
greater number of persons out of employment. This 
action and reaction would thus go on till the balance 
of produce and consumption was restored in reference 
to the new tastes and habits which were established ; 
and it is obvious that without an expenditure which 
will encourage commerce, manufactures, and unpro- 
ductive consumers, or an Agrarian law calculated to 
change the usual motives for accumulation, the pos- 
sessors of land would have no sufficient stimulus to 
cultivate well ; and a country such as our own, which 
had been rich and populous, would, with such parsi« 
monious habits, infallibly become poor, and compa- 
ratively unpeopled. 

The same kind of reasoning will obviously apply 
to the case noticed before. While the farmers were 
disposed to consume the luxuries produced by the 
manufacturers, and the manufacturers those prodfuced 

* Theoretical writert io Political Bconomy, from the fear of apprariog to attach 
too much importance to mooey, have perhapg been too apt to throw it out of their 
cooaMeiatioQ in their reatoniogt. It is an abttract truth that we want commodi- 
ties, not money. But, in reality, no commodity for which it is possible to sell oor 
goods at once, eko be an ade(|uate substitute for a cirrulatinir medium, and enable 
m io the same manner to provide for children, to purchfise an estate, or to command 
labour and provitions a year or two hence. A. circulating medium is absolutely 
necessary to any considerable saving ; and even the manufacturer would get on but 
slowly, if he were obliged to accumulate in kind all the wages of his workmen. We 
cannot therefore he surprised at his wanting money rather than other goods ; and, 
in civilised countries, we may be quite sore that if the farmer or manufacturer can- 
not sell bis products so as to ^ive him a pro6t estimated in money, his industry will 
immediate^ slacken. The circulating medium bears so important a part in the dis- 
tribution of wealth, and the encouragement of industry, that to set it aside in our 
reaioningi nay often lead os wrong. 

36 
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by the farittiersy all would go on smooth! j ; but n 
either one or both of the parties were disposed to save 
with a view of bettering their condition, and providio^ 
for their families in future, the state of things wotiid 
be very different. The fanner, instead of indulgini 
himself in ribands, lace, and velvets,* would be dis- 
posed to be satisfied with more simple clothing, bur 
by this economy he would disable the manufacturtr 
from purchasing the same amount of his pitxluce; 
and for the returns of so much labour employed upoo 
the land, and all greatly increased in productire 
power, there would evidently be no market. The 
manufacturer, in like manner, instead of indulging . 
himself in sugar, grapes and tobacco, might be dis- { 
posed to save with a view to the future, but would i 
be totally unable to do so, owing to the parsimon? } 
of the farmers and the want of demand for maDa- 
factures.t 

An accumulation, to a certain extent, of common 
food and common clothing might take place on both 
sides ; but the amount must necessarily be extrenielj 
confined. It would be of no sort of use to the fauna' 
to go on cultivating his land with a view merely to 
give food and clothing to his labourers. He would 
be doing nothing either for himself or family, if he 
neither consumed the surplus of what they produced 
himself, nor could realize it in a shape that might be 
transmitted to his descendants. If he were a tenant, 
such additional care and labour would be entirely 
thrown away ; and if he were a landlord, and were 
determined, without reference to markets, to cultivate 

• Edinburgh Review, Na LXIV. p. 471. 

i or all the opioions advaoced by able and iogenioin men, which I have «ver mrt 
with, the opinioD of M. Say, which ttatet that, un prodvit eonaommi ou ditnii ai 
un dibouchi/trmi (I. i. cb. I A.) appean tone to be the most directly opposed lo 
juft theory, and tlie inoit uniformly contradicted by experience. Vet it directiy 
follows from the new doctrine, that commodities are to oe considered only in tbar 
relation to each other,~not to the coosnoiiera. What, I would ask, would beoooie 
of the demand for commoditiea, if all conmmption except bread and water were 
•tj5pended for the next half year ? What an aceumiilatioo of comreoditiet ! teh 
dihouthii I What a prodigioiM market would thia event occaiion ! 
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bis estate in such a way as to make it yield the great- 
est neat surplus with a view to the future, it is quite 
certain that the large portion of this surplus which 
was not required either for his own consumption, or 
to purchase clothing for himself and his labourers, 
ivould be absolutely wasted. If he did not choose to 
use it in the purchase of luxuries or the maintenance 
x>f unproductive labourers, it might as well be thrown 
into the sea. To save it, that is to use it in employ- 
ing more labourers upon the land would, as I said 
before, be to impoverish both himself and his family. 
It would be still more useless to the manufacturers 
to go on producing clothing beyond what was want- 
ed by the agriculturists and themselves. Their 
numbers mdeed would entirely depend upon the 
demands of the agriculturists, as they would have 
no means of purchasing subsistence, but in proportion 
as there was a reciprocal want of their manufactures. 
The population required to provide simple clothing 
for such a society, with the assistance of good machi- 
nery, would be inconsiderable, and would absorb but 
a small portion of the proper surplus of rich and 
well cultivated land. There would evidently there- 
fore be a general want of demand, both for produce 
and population; and while it is quite certain that an 
adequate passion for consumption mav fully keep up 
the proper proportion between supply and demand, 
whatever may be the powers of production, it appears 
to be quite as certain, that a passion for accumulation 
must inevitably lead to a supply of commodities 
beyond what the structure and habits of such a society 
will permit to be consumed.* 

But if this be so, surely it is a most important error 
to couple the passion for expenditure and the passion 
for accumulation together, as if they were of the same 

* The reader must already knov, that J do not share in the apprehraiioos of Mr. 
Off«D about ihft perxnaoeot effects of machinery. But 1 am decidedly of opinioo, 
tbaton tliia point he has the best of the argument with those who think thataccir 
mtilalfon ensures eflTeclivc demand. 
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nature ; and to consider the demand for the food and 
clothing of the labourer, who is to be employed pro- 
ductively, as securing such a general demand for 
commodities and such a rate of profits for the capital 
employed in producing them, as will adequately call 
forth the powers of the soil, and the ingenuity of 
man in procuring the greatest quantity both of raw 
and manufactured produce. 

Perhaps it may be asked by those who have adopt- 
ed Mn Ricardo's view of profits, — what becomes of the 
division of that which is produced, when population 
is checked merely by want of demand ? It is acknow- 
ledged that the powers of production have not begun 
to tail ; yet, if labour produces largely and yet is ill 
paid, it will be said that profits must be high. 

I have already stated in a former chapter, that the 
value of the materials of capital very frequently does 
not fall in proportion to the fall in the value of the 
])roduce of capital, and this alone will often account 
for low profits. But independently of this considera- 
tion, it is obvious that in the production of any other 
commodities than necessaries, the theory is perfectly 
simple. From want of demand, such commodities 
may be very low in price, and a large portion of the 
whole value produced may go to the labourer, although 
in necessaries he may be ill paid, and his wages, both 
with regard to the quantity of food which he receives 
and the labour required to produce it, may be deci- 
dedly low. 

If it be said, that on account of the large portion of 
the value of manufactured produce which on this sup* 
position is absorbed by wages, it may be affirmed that 
the cause of the fall of profits is high wages, I should 
certainly protest against so manifest an abuse of words. 
The only justifiable ground for adopting a new term, 
or using an old one in a new sense, is, to convey 
more precise information to the reader ; but to refer 
to high wages in this case, instead of to a fall of com- 
modities, would be to proceed as if the specific in ten- 
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tion of the writer were to keep his reader as much as 
possible in the dark as to the real state of things. 

In the production of necessaries however, it will 
be allowed, that the answer to the question is not auite 
so simple, yet still it may be made sufficiently clear. 
Mr. Ricardo acknowledges that there may be a limit 
to the employment of capital upon the land from the 
limited wants of society, independently of the 
exhaustion of the soil. In the case supposed, this 
limit must necessarily be very narrow, because there 
would be comparatively no population besides the 
agriculturists to make an effective demand for pro- 
duce. Under such circumstances corn might be pro- 
duced, which would lose the character and quality of 
wealth ; and, as I before observed in a note, all the 
parts of the same produce would not be of the same 
value. The actual labourers employed might be tole- 
rably well fed, as is frequently the case, practically, 
in those countries where the labourers are fed by the 
farmers,* but there would be little work or food for 
their grown up sons ; and from varying markets and 
varying crops, the profits of the farmer might be the 
lowest at the very time when, according to the divi- 
sion of the produce, it ought to be the highest, that 
is, when there was the greatest proportionate excess 
of produce above what was paid to the labourer. 
The wages of the labourer cannot sink below a cer- 
tain point, but a part of the produce, from excess of 
supply, may for a time be absolutely useless, and 
permanently it may so fall from competition as to 
yield only the lowest profits. 

I would observe further, that if in consequent of 
a diminished demand for corn, the cultivators were to 

* Id Norvay and Sweden, particularly the former, where the agricultoral 
labourer either lives in the farmer^ family or has h portion of laml aiaigned to him 
in liea of wazes, he is in general pretty well fed, although there is but little 
demand for labonr, and considerable competition for such employment. In couo* 
tries so circumstanced, (and there are many such all over the world,) it is perfectly 
futile to attempt to estimate protUs 1^ the excess of the produce abore what is con- 
sumed in obtaining it, when for this excess there may be ofleo little or no market., 
All evidently depends upon the exchangeable value of the dhposafale produce. 
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withdraw their capitals so as better to proportion their 
supplies to the quantity that could be properly paid 
for ; yet if they could not employ the capital they 
had withdrawn in any other way, which, according 
to the preceding supposition, they could not, it is 
certain that, though they might for a time make fair 
profits of the small stock which they still continued 
to employ in agriculture, the consequences to them 
as cultivators would be, to all intents and purposes, 
the same as if a general fall had taken place on all 
their capital. 

If, in the process of saving, all that was lost by 
the capitalist was gained by the labourer, the check 
to the progress of wealth would be but temporary, 
as stated by Mr. Ricardo ; and the consequences need 
not be apprehended. But if the conversion of 
revenue into capital pushed beyond a certain point 
must, by diminishing the effectual demand for produce, 
throw the labouring classes out of employment, it is 
obvious that the adoption of parsimonious habits in 
too great a degree may be accompanied by the most 
distressing effects at first, and by a marked depression 
of wealth and population permanently. 

It is not, of course, meant to be stated that parsi- 
mony, or even a temporary diminution of consump- 
tion,* is not often in the highest degree useful, and 
sometimes absolutely necessary to the progress of 
wealth. A state may certainly be ruined by extrava- 
gance ; and a diminution of the actual expenditure 
may not only be necessary on this account, but when 
the capital of a country is deficient, compared with 
the demand for its products, a temporary economy of 
consumption is required, in order to provide that 
supply of capites which can alone furnish the means 
of an increased consumption in future. All that I 
mean to say is, that no nation can possibly grow rich 

• Panimony, or the conrersion of rcvenae into capital, may take place without 
aoy dimioutioD of coosumption, if the reveone increases 6rst. 
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by an accumulation of capital, arising from a perma- 
nent diminution of consumption ; because, such ac- 
cumulation being greatly beyond what is wanted, in 
order to supply the effective demand for produce, a 
part of it would very soon lose both its use and its 
value, and cease to possess the character of wealth. 

On the supposition indeed of a given consumption, 
the accumulation of capital beyond a certain point 
must appear at once to be perfectly futile. But, 
even takmg into consideration the increased consump- 
tion likely to arise among the labouring classes from 
the abundance and cheapness of commodities, yet as 
this cheapness must be at the expense of profits, it 
is obvious that the limits to such an increase of capital 
from parsimony, as shall not be attended by a very 
rapid diminution of the motive to accumulate, are 
very narrow, and may very easily be passed. 

The laws which regulated .«i|h^ rale oJU^jfte^ts and 
the progress of capital, bear a roipy striking and singu- 
lar resemblance to the laws which regulate the rate of 
wages and the progress of population. 

Mr. Ricardo has very clearly shewn that the rate 
of profits must diminish, and the progress of accumu- 
lation be finally stopped, under the most favourable 
circumstances, by the increasing difficulty of procuring 
the food of the labourer. I, in like manner, endea- 
voured to shew in my Essay on the Principle of 
Population that, under circumstances the most fa- 
vourable to cultivation which could possibly be sup- 
posed to operate in the actual state of the earth, the 
wages of the labourer would become more scanty, 
and the progress of population be finally stopped by 
the increasing difficulty of procuring the means of 
subsistence. 

But Mr. Ricardo has not been satisfied with proving 
the position just stated. He has not been satisfied 
with shewing that the difficulty of procuring the food 
of the labourer is the only absolutely necessary cause 
of the fall of profits, in which I am ready fully and 
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entirely to agree with him : but he has gone on to 
say, that there is no other cause of the fsul of profits 
in the actual state of things that has any degree of 
permanence. In this latter statement he appears to 
me to have fallen into precisely the same kind of error 
as I should have fallen into, if, after having shewn 
that the unrestricted power of population was beyond 
comparison greater than the power of the earth to 
produce food under the most favourable circumstances 
possible, I had allowed that population could not be 
redundant unless the powers of the earth to keep up 
with the process of population had been tried to the 
uttermost Sut I all along said, that population mi^ht 
be redundant, and greatly redundant, compared with 
the demand for it and the actual means of supporting 
it, although it might most properly be considered as 
deficient, and greatly deficient, compared with the 
extent of t*5Story, and the powers of such territory 
to produce additional means of subsistence ; that, in 
such cases, notwithstanding the acknowledged de- 
ficiencjr of population, and the obvious desirableness 
of having it greatly increased, it was useless and 
foolish directly to encourage the birth of more chil- 
dreni; as the efiect of such encouragement, without a 
demand for labour and the means of paying it proper- 
ly, could only be increased misery and mortality with 
httle or no final increase of population. 

Though Mn Ricardo has taken a very different 
course, F think that the same kind of reasoning ought 
to be applied to the rate of profits and the progress 
of capital. Fully acknowledging that there is hardly 
a country in the four quarters of the globe where 
capital is not deficient, and in most of them very 
greatly deficient, compared with the territory and 
even the number of people ; and fully allowing at 
the same time the extreme desirableness of an increase 
of capita], I should say that, where the demand for 
commodities was not such as to afford fair profits to 
the producer, and the capitalists were at a loss where 
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and how to employ their capitals to advantage, the 
saving from revenue to add still more to these capitals 
would only tend prematurely to diminish the motive 
to accumulation, and still further to distress the capi- 
talists, with little increase of a wholesome and effec- 
tive capital. 

The first thing wanted in both these cases of defi- 
cient capital and deficient population, is an effective 
demand for commodities, that is, a demand by those 
who are able and willing to pay an adequate price for 
them ; and though high profits are not followed by an 
increase of capital, so certainly as high wages are by 
an increase ot population, yet I believe that they are 
so followed more generally than they appear to be, 
because, in many countries, as I have before intimat- 
ed, profits are often thought to be high, owing to the 
high interest of money, when they are really low ; 
and because, universally, risk in employing capital has 
precisely the same effect in diminishing the motive to 
accumulate and the reward of accumulation, as low 
profits. At the same time it will be allowed that deter- 
mined extravagance, and a determined indisposition 
to save, may keep profits permanently high. The 
most powerful stimulants may, under peculiar circum- 
stances, be resisted ; yet still it will not cease to be 
true that the natural and legitimate encouragement to 
the increase of capital, is tnat increase of tne power 
and will to save which is held out by high profits ; 
and under circumstances in any degree similar, such 
increase of power and will to save must almost always 
be accompanied by a proportionate increase of capital. 

One ot the most striking instances of the truth of 
this remark, and a further proof of a singular resem- 
blance in the laws that regulate the increase of capi- 
tal and of population, is to be found in the rapidity, 
with which the loss of capital is recovered during a 
war which does not interrupt commerce. The loans 
to government convert capital into revenue, and in-, 
crease demand at the same time that they at first 

37 
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diminish the means of supply.* The necessary con- 
sequence must be an increase of profits. This naturally 
increases both the power and the reward of accumula- 
tion ; and if only the same habits of saving prevail 
among tlie capitalists as before, the recovery of the 
lost stock must be rapid, just for the same kind of rea- 
son that the recovery of population is so rapid, when, 
by some cause or other, it has been suddenly des- 
troyed. 

It is now fully acknowledged that it would be a 
gross error in the latter case, to imagine that, without 
the previous diminution of the population, the same 
rate of increase would still have taken place ; because 
it is precisely the high wages occasioned by the demand 
for labour, which produce the effect of so rapid an 
increase of population. On the same principle it 
appears to me as gross an error to suppose that, with- 
out the previous loss of capital occasioned by the 
expenditure in question, capital should be as rapidly 
accumulated ; because it is precisely the high profits 
of stock occasioned by the demand for commodities, 
and the consequent demand for the means of producing 
them, which at once give the power and the will to 
accumulate. 

Though it may be allowed therefore that the laws 
which regulate the increase of capital are not quite so 
distinct as those which regulate tne increase of popu- 
lation, j^et they are certamly just of the same kind ; 
and it is equally vain, with a view to the permanent 
increase of wealth, to continue converting revenue 
into capital, when there is no adequate demand for the 
products of such capital, as to continue encouraging 

* Capital i« withJrawa only from thoae eoiploymenti where it can be«t be ipaKd. 
It is hardly ever withdrawn from agriculture. Nothing it more common, as I have 
•tated in the Chapter on Rent, than increased profits, not only without any capital 
being withdrawn from the land, but under a continual addition to it. Mr. Ricardo*a 
•ssomDtioo of constant prices would make it absolutely impossible to eiseouot tbec^ 
retjcafly for things as they are. If capital were considered as not within the pale 
of demand and supply, the very familiar event of the rapid recovery of capital dur- 
ing a war would be quite inexplicable. 
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marriage and^e birth of children, without a demand 
for labour and an increase of the funds for its main* 
tenance. 



SECTION IV. 

Of the Fertility of the Sot/, considered as a Stimulus to the 
continwd Increase of Wealth. 

In speaking of the fertility of the soil as not afford- 
ing an adequate stimulus to the continued increase of 
wealth, it must always be recollected that a fertile 
soil gives at once the greatest natural capabilitv of 
wealth that a country can possibly possess. When 
the deficient wealth of such a country is mentioned, 
it is not intended always to speak positively, but com^ 
paratively, that is with reference to its natural capa- 
bilities ; and so understood, the proposition will be 
liable to few or no exceptions. Perhaps, indeed, it 
may be said that no instance has occurred, in modem 
times, of a large and very fertile country having made 
full use of its natural resources ; while there have been 
many instances of small and unfertile states having 
accumulated within their narrow limits, by means of 
foreign commerce, a degree of wealth very greatly 
exceeding the proportion which should belong to them, 
in reference to their physical capabilities. 

If a small body ox people were possessed of a rich 
and extensive inland territory, divided into large pro- 
portions, and not favourablv situated with respect to 
markets, a very long period might elapse before the 
state became wealthy and populous, notwithstanding 
the fertility of the soil and the consequent facility of 
production. The nature of such a soil would make 
It yield a profit or rent to the owner in its uncultivat- 
ed state. He would set a value therefore upon his 
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property, as a source of profit as well as of pow* 
er and amusement ; and though it was capable of 
yielding much more raw produce than he and his 
immediate dependents could consume, he would bj 
no means be disposed to allow others to seize on it, 
and divide it at their pleasure. He would probably 
let out considerable portions of it for small rents* 
But the tenant of these portions, if there were no 
foreign vent for the raw produce, and the commodi- 
ties which contribute to the conveniences and luxuries 
of life were but little known, would have but small 
incitement to call forth the resources of his land, and 
give encouragement to a rapid increase of population. 
Dj employing ten families, he might perhaps, owing 
to the richness of the soil, obtain food for fifty ; but 
he would find no proportionate market for this addi- 
tional food, and would be soon sensible that he had 
wasted his time and attention in superintending the 
labour of so many persons. He would be disposed 
therefore to employ a smaller number ; or if, from 
motives of humanity, or any other reason, he was 
induced to keep more than were necessary for the 
supply of the market, upon tlie supposition of their 
bemg tolerably industrious, he would be quite indif- 
ferent to their industry, and his labourers would 
naturally acquire the most indolent habits. Such 
habits would naturally be generated both in the 
masters and servants by such circumstances, and 
when generated, a considerable time and considerable 
stimulants are necessary to get rid of them. 

It has been said, that those who have food and 
necessaries at their disposal, will not be long in want 
of workmen, who will put them in possession of 
some of the objects most useful and desirable to 
them.* But this appears to be directly contradicted by 
experience. If the establishment, extension, and re- 
finement of domestic manufactures were so easy a 

* Rieinlo^ PriAc oT Polit Econ. ch. xii. p. 963. Sd. edit. 
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knatter, our ancestors would not have remained for 
many hundred years so ill supplied with them ; and 
been obliged to expend the main part of their raw 

Eroduce in the support of idle retainers. They might 
e very ready, when they had the opportunity, to 
exchange their surplus raw produce for the foreign 
commodities with which they were acquainted, and 
which they had learnt to estimate. But it would be 
a very difficult thing, and very ill suited to their habits 
and degree of information, to employ their power of 
commanding labour in setting up manufactures on 
their own estates. Though the land might be rich, 
it might not suit the production of the materials most 
wanted ; and the necessary machinery, the necessary 
skill in using it, and the necessary intelligence and 
activity of superintendance, would all unavoidably be 
deficient at first, and under the circumstances sup- 
posed, must be of very slow growth ; so that after 
those ruder and more indispensable articles were sup- 
plied, which are always wanted and produced in an 
early stage of society, it is natural enough that a 
£reat lord should prefer distinguishing himself by a 
few splendid foreign commodities, if he could get 
them, and a great number of retainers, than by a 
large quantity of clumsy manufactures, which in- 
volved great trouble of superintendance. 

It is certainly true, however, taking as an instance 
an individual workman, and supposing him to possess 
a given degree of industry and skill, that the less 
time he is employed in procuring food, the more time 
will he be able to devote to the procuring of conve- 
niences and luxuries ; but to apply this truth to whole 
nations, and to infer that the greater is the facility of 

Erocuring food, the more abundantly will the people 
e supplied with conveniences and luxuries, would be 
one among the many rash and false conclusions, which 
are often made from the want of due attention to the 
change which the application of a proposition may 
make in the premises on which it rests. In the 
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present case, all depends upon the supposition of a 
given degree of industry and skill, and the means of 
employing them. But if, after the necessaries of life 
were obtained, the workman should consider indo* 
lence as a greater luxury than those which he was 
likely to procure by further labour, the proposition 
would at once cease to be true. And as a matter of 
fact, confirmed by all the accounts we have of nations, 
in the different stages of their progress, it must be 
allowed that this choice seems to 1^ very general in 
the early periods of society, and by no means un- 
common in the most improved states. 

Few indeed and scanty would be the portion of 
conveniences and luxuries found in society, if those 
who are the main instruments of their production had 
no stronger motives for their exertions than the desire 
of enjoying them. It is the want of necessaries 
which mainly stimulates the labouring classes to 
produce luxuries ; and were this stimulus removed or 
greatly weakened, so that the necessaries of life could 
be obtained with very little labour, instead of more 
time being devoted to the production of conveniences, 
there is every reason to thmk that less time would be 
so devoted. 

At an early period of cultivation, when only rich 
soils are worked, as the quantity of com is the 
greatest, compared with the quantity of labour re- 
quired to proQuce it, we ought always to find a small 
portion of the population engaged in agriculture, and 
a lisirge portion engaged in administering to the other 
wants of the society. And there can be little doubt 
that this is the state of things which we teall^ should 
see, were it true, that if tne means of maintaining 
labour be found, there can be no difficulty in making 
it produce objects of adequate value ; or that when 
food can be obtained with facility, more time will be 
devoted to the production of conveniences and luxu- 
ries. But in examining the state of unimproved 
countries, what do we reall jr see P-— almost invariably, 
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a much larger proportion of the whole people em- 
ployed on the land, than in tho3e countries wnere the 
mcrease of population has occasioned the necessity 
of resorting to poor soils ; and less time, instead of 
more time, devoted to the production of conveniences 
and luxuries. 

Of the great landed nations of Europe, and indeed 
of the world, England, with only one or two excep- 
tions, is supposed to have pushed its cultivation the 
farthest ; and though the natural qualities of its whole 
soil by no means stand very high in the scale of com- 
parative richness, there is a smaller proportion of the 
people employed in agriculture, and a greater propor- 
tion employed in the production of conveniences and 
luxuries, or living on monied incomes, than in any 
other agricultural country of the world. According 
to a calculation of Susmilch, in which he enumerates 
the different proportions of people in different states, 
who live in towns, and are not employed in agricul- 
ture, the highest is that of seven to three, or seven 
people living in the country to three living in the 
towns :^ whereas in England, the proportion of those 
engaged in agriculture, compared with the rest of the 
population, is less than as two to three.f 

This is a very extraordinary fact, and affords a strik- 
ing proof how very dangerous it is, in political econo- 
my, to draw conclusions from the physical quality of 
the materials which are acted upon, without reference 
to the moral as well as physical qualities of the 
agents. 

It is undoubtedly a physical quality of very rich 
land, if worked by people possessmg a 'given degree 
of industry and skill, to yield a large quantity of pro- 
duce, compared with the number of hands employed ; 
but, if the facility of production which rich land gives 

* Suimilch, vol. iii. p. 60. Essay on Population, vol. i. p. 459. edit. 5(h. In 
foreiipi statcf very few persoot live io the country who are not tng^gjod in agricuUu» ; 
but it is not fo in England. 

t Population Abitractt. 1811. 
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has the effect, under certain circumstances, of pre- 
venting the growth of industry and skill, the land 
may become practically less productive, compared 
with the number of persons employed upon it, than 
if it were not distinguished for its richness. 

Upon the same principle, the man who can pro- 
cure the necessary food for his family, by two days 
labour in the week, has the physical power of work- 
ing much longer to procure conveniences and luxu* 
ries, than the man who must employ four days in pro- 
curing food ; but if the facility of getting food creates 
habits of indolence, this indolence may make him 

f)refer the luxury of doing little or nothing, to the 
uxury of possessing conveniences and comforts ; 
and m this case, he may devote less time to the 
working for conveniences and comforts and be mor& 
scantily provided with them than if he had been obli* 
ged to employ more industry in procuring food. 

Among the crowd of countries which tend more or 
less to illustrate and confirm by their present state 
the truth of these positions none perhaps will do it 
more strikingly than the Spanish dominions in Ame* 
rica, of which M. Humboldt has lately given so valu- 
able an account. 

Speaking of the different plants which are cultivat- 
ed in New Spain, he says ot the banana, 

" Je doute qu^il existe une autre plante sur le globe qui, 8ur 
un si petit espace de terrain, puisse produire une masse de 
substance nourrissante aussi considerable.^'* 

He calculates in another place more particularly, that 
^^ dans un pays eminemment fertile un demi hectare, ou un 
arpent legal cultiv6 en bauanes de la grande cspece, peut 
nourrir plus de cinquantes individus, tandis qu'cn Europe le 
meme arpent ne donneroit par an, en supposant le huitieme 
grain, que 576 kilc^raromes de farine de froment, quantity qui 
n'est pas suffisante pour la subsistance de deux individus : 
aussi rien ne frappe dIus PEurop^en recemment arrive dans 
la zone torride que rextrcme petitisse des terrains cultives 

• Etiai Politique lar la :?ouveUe Bfpagnp, ton. iii. L it. c ix. p. 28. 
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autoiir d^one cabane qai renfeniie ane famille nombreote 
d^ndigened."* 

It appears further, that the banana is cultivated 
with a very trifling quantity of labour, and 
^^ se perpetue sans que Phomme y roette d^autre soin que de 
couper les tiges dont le fruit a muri, et de donner a la terre 
une ou deux fois par an un leger labour en piochant autour 
des racines/'t 

What immense powers of production are here 
described ! What resources for unbounded wealth, if 
effectively called into action ? Yet what is the actual 
state of things in this fertile region. M . Humboldt 
says, 

*^ On entend souvent rep6ter dans les colonies Espagnoles, 
' que les habitans de la region chaude (tierra caliente) ne 
pourront sortir de I'etat d'apathie dans lequel ils sont plongis 
depuis des sikrles, que lorsqu'une cedule royak ordonnera la 
destruction des bananiers. Le remMe est violent ; et ceux 
qui le proposeut avec tant de chaleur ne deploient generale- 
ment pas plus d^activit6 que le bas-peuple quails veulent 
forcer au travail en augmentant la masse de ses besoins. II 
faut esp^rer que Pindustrie fera des progres parmi les Mexi- 
cains sans qu^on emploie des moyens de destruction. En 
coDsiderant d^aiileurs la facilite avec laquelle Phomme se 
nourrit dans un climat oil croissent les bananiers, on ne doit 
pas s'6tonner que dans la region equinoctiale du nouveau 
continent la civilisation ait commence dans les montagnea, 
•ur un sol moins fertile, sous un ciel moins favorable au divel* 
oppement des 6tres organises od le besoin meme reveille 
l^industrie. 

^^ Au pied de la Cordillire dans les vcllees bumides des 
lotendances de Yera-Cruz, de Yalladolid, ou de Guadalaxa- 
ra, un homroe qui employe seulement deux jours de la se- 
maine a un travail peu penible pout fournir de la subsistance 
a une familie entiere.^'l 

It appears then, that the extreme fertility of these 
eountnes, instead of affording an adeauate stimulus to 
a rapid increase of wealth and population, has pro- 

* Xouvelle lUpafOf , torn. iii. 1. iv. c. ii. p. 36. f Id. p. 28. 

\ Humbel<it*9 Nouvelle Espago^, torn, iii, 1. iv.t. ii. p.3S. 
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duced, under the actual circumstances in which they 
have been placed, a degree of indolence which has 
kept them poor and thinly peopled after the lapse of 
ages. Though the labouring classes have such ample 
time to work for conveniences and comforts, they are 
almost destitute of them. And, even in the necessary 
article of food, their indolence and improvidence pre- 
vent them from adopting those measures which would 
secure them against the effects of unfavourable sea- 
sons. M. Humboldt states that famines are common 
to almost all the equinoctial regions; and observes 
that, 

*' Sous la zonetorride, ou une main bienfaisantesenible avoir 
repandu le germe de PaboDdance, Phomme insouciant et 
phlegmatique 6prouve periodiquement un manque de oourri* 
ture que Pindustrie des peuples cultiv6s eloigne des regions 
les plus st^riles du Nord."* 

It is possible, however, that the heat of the climate 
in these lower regions of New Spain, and an inferior 
degree of healthiness compared with the higher 
regions, though by no means such as to preclude a 
full population, may have assisted in keeping them 
poor and thinly peopled. But when we ascend the 
Cordilleras, to climates which seem to be the finest 
in the world, the scene which presents itself is not 
essentially different 

The chief food of the lower classes of the inhabi- 
tants on the elevated plains of the Cordilleras, is 
maize ; and maize, though not so productive, com- 
pared with the labour employed upon it, as the 
banana, exceeds very greatly in productiveness the 

f rains of Europe, and even of the United States, 
[umboldt states, that 
^^ La fecondite du thaolli^ ou mai's MezicaiD, est au-dela de 
toule ce que Ton peut imaginer en Europe. La. plante, 
favorisee par de fortes chaleurs et par beaucoup d%uinidit4, 
aquiert une hauteur de deux a trois mitres, Dans les belles 

• Emi Politique tor !■ Noufelle fipagoe, ton. i. I. ii. c. t. p. S58. 
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plaines qoi s^etendent depuis San Juan del Rio a Qoiretaro, 
par exemplef dans les terres de la grande metairied^ PEspe- 
ranza, un fao^e de mai's en produit quelquefois huit cents ; 
des terreins fertile^ en donnent, annee commune, trois a 
quatre cents. Dans les environs de Valladolid on regarde 
comme mauvaise une recolte qui ne donne que 130 ou 150 
fois la semence. La ou le sol est le plus sterile, on compte 
encore soixante ou quatrevingt grains. On croit au^eii 
general le produit du mai's peut etre evalu6 dans la region 
equinoctiale du royaume de la Nouvelle Espagne a cent 
cinquante pour un.'^* 

This great fertility produces, as might be expected, 
its natural effect of making the maintenance of a 
family in ordinary times extremely easy. 

In the town of Mexico itself, where provisions are 
very considerably dearer than in the country, on 
account of the badness of the roads, and the expense 
of carriage, the very dregs of the people are, accord- 
ing to Ilumboldt, able to earn their maintenance by 
omy one or two days' labour in the week.f 
*^ Les rues de Mexico fourmiilent de vingt a trente miile 
malheureux {Saragates Gtiachinangos)^ dont la plupart pas- 
sent la nuit i la belle 6toile, et s'etendent le jour au soleil, 
le corps tout nu enveloppe dans une couverture de flanelle* 
Cette lie du peuple, Indiens et Metis, presentent beaucoup 
d'analogie avec les Lazaronis de Naples. Paresseux, insou- 
cians, sobres comme eux, les Guachinangos n^ont cependant 
aucune ferocite dans le caractere ; ils ne demandent jamais 
Paumone : s'ils travaillent un ou deux jours par semaine, ils 
gagnent ce qu'il leur faut pour acheter du pulque, ou de ces 
canards qui couvrent les lagunes Mexicaines, et que Pon rotit 
dans Icur propre graisse." 

But this picture of poverty is not confined to the 
dregs of the inhabitants of a large town. 
*' Les Indiens Mexicains, en les considerant en masse, presen- 
tdnt le tableau d'une grande mis^re. Relegu6s dans les terres 
les moins fertiles ; indolens par caractere, et plus encore par 
suite de leur situation politique, les natifs ne vivent qu^au 
jour le jour.'^t 

* Emu Pditiqoe rar la Dfoovelle Bspigne, torn, iii. 1. W, c. is. p. 56. 

t Tom. li. 1. ii. c. vii. p. 37. \ Tom. I. 11?. ii. «, vi. p. 49. 
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With these hahhs they are little likely to make 
provision against the occasional failures in the crops 
of maize, to which these crops are peculiarly liable ; 
and consequently, when such failures take place, they 
are exposed to extreme distress. Speaking generally 
of the obstacles to the progress of population in New 
Spain, Humboldt seems to consiaer famine and the 
diseases which it produces, as the most cruel and 
destructive of all. 

'^ Leg Indieos Americains,'' (he says) '^ comme ies habitans 
de Plndostan, sont accoutumes a se contentcr de la moindre 
quantit6 d'alimens qu^exige Ic besoin de la vie ; ils augmen* 
tent en nombre sans que Paccroissement des moyens de sub- 
aistance soit proportional acette augmentation de population. 
Indolens par caractere, et surtout a cause de la position dans 
laquelle ils se trouvent sous un beau climat, sur un sol 
generalement fertile, Ies indigenes ne cultivent en ntais, en 
pommes de terre, et en Aroment que ce qu'il ieur faut poor 
leur propre nourriture, ou tout au plus ce que requiert h 
consomroation des villes et celle des mines Ies plus voisines.*^ 
And further on, he says, ^* le manque de proportion qui extste 
entre Ies progr^ de la population et Paccroissement de la 
quantity d^alimens produite par la culture, renooveile le 
spectacle affligeant de la famine chaque fois qu'une grande 
secheresse ou quelque autre cause locale a gate la recolle 
du mais.^'* 

These accounts strikingly shew the indolence and 
improvidence which prevail among the people. Snch 
habits must necessarily act as formidable obstacles in 
the way of a rapid increase of wealth and population. 
Where they have been once fully established, they are 
not likely to change, except gradually and slowly 
under a course of powerful and effective stimulants. 
And while the extreme inequality of landed property 
continues, and no sufficient vent is found for the raw 
produce in foreign commerce, these stimulants will 
be furnished very slowly and inadequately. 

That the indolence of the natives is greatly aggra- 
vated by their political situation, cannot for a moment 

^ jy'«iiTelIe £fp«|Df , torn. i. liv. ii. c ▼. ppi 3^5 et 366. 
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be doubted ; but that, in spite of this situation, it 
yields in a great measure to the usual excitements, is 
sufficiently proved by the rapid cultivation which 
takes place in the neighbourhood of a neW mine, 
where an animated and effective demand is created 
ibr labour and produce. 

" Bientot le besoin reveille Tindustrie ; on commence a la- 
bourer le sol dansles ravins, et ear lespentea des montagncs 
voisines, par tout o^ le roc est couvert de terreau : des fer- 
mes s'^tablissent dans le voisinage de la mine : ia chertig des 
vivres, le prix considerable auquel la concurrence des ache- 
teurs maintient tous les produits de Pagriculture, dfdomma- 
gent le cultivateur des privations auxqueUes Pexpose la vie 
p6nible des montagnes.'^* 

When these are the effects of a really brisk demand 
for produce and labour, we cannot be at a loss for the 
main cause of the slow cultivation which has taken 
place over the greatest part of the country. Except 
m the neighbourhood of the mines and near the great 
towns, the effective demand for produce is not such 
as to induce the great proprietors to bring their im- 
mense tracts of bnd properly into cultivation : and 
the population, which, as we have seen, presses hard 
against the limits of subsistence, evidently exceeds in 
general the demand for labour, or the number of per- 
sons which the country can employ with regularity 
and constancy in the actual state of its agriculture and 
manufactures. 

In the midst of an abundance of fertile land, it 
appears that the natives are often very scantily sup- 
plied with it. They would gladly cultivate portions 
of the extensive districts held by the great proprietors, 
and could not fail of thus deriving an ample subsis- 
tence for themselves and families ; but in the actuaii 
'State of the demand for produce in many parts of the 
country, and in the actual state of the ignorance and 
indolence of the natives, such tenants might not be 
able to pay a rent equal to what the land would yieli 

* ffooTelic Etpii|M, ton. iii. liv.iv. c ix. p. 12. 
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in its uncultivated state, and in this case they would 
seldom be allowed to intrude upon such domains ; 
and thus lands which might be made capable of sup- 
porting thousands of people, may be left to support a 
few hundreds of cattle. 

Speaking of a part of the Intendancy of Vera Cruz, 
Humboldt says, 

'^ Aujourd'hui des espaces de plusieurs lieues carries sont 
occupes par deux ou trois cabanes, autour desquelles errent 
des boeuts a demi-sauvages. Un petit nombre de families 
puissantes, et qui vivent sur le plateau central, possMent la 
plus grande partie du littoral des Tntendances de Vera Cmz, 
et de San Luis Potosi. Aucuoe loi agraire ne force ces riches 
proprietaires de vendre leurs majorats, s^ils persistent a ne 
pas vouloir defricher eux-memes des terras immenses qui en 
dependent,"* 

Among proprietors of this description, caprice and 
indolence mignt often prevent them from cultivating 
tilieir lands. Generally, however, it mi^ht be expect- 
ed, that these tendencies would yield, at least in a con- 
siderable degree, to the more steady influence of self- 
interest But a vicious division of territory prevents 
the motive of interest from operating so strongly as it 
ought to do in the extension of cultivation. Without 
sumcient foreign commerce to give value to the raw 
produce of the land ; and before the general introduc- 
tion of manufactures had opened channels for domestic 
industry, the demand of the great proprietors for 
labour would be very soon supplied ; and beyond this, 
the labouring classes would have nothing to give them 
for the use of their lands. Though the landholders 
mi^ht have ample power to support an extended popu- 
lation on their estates, the very slender increase of 
enjoyments, if any, which they might derive from it, 
would rarely be sufficient to overcome their natural 
indolence, or overbalance the possible inconveniences 
or trouble that might attend the proceeding. Of that 
encouragement to the increase of population, which 

* Tod. ii. 1. iii. c Tiii. p. 342. 
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arises from the division and sub-division pf land as 
new families are brought into being, the country is 
deprived by the original state of property, and the 
feudal customs and habits which it necessarily tends 
to generate. And under these circumstances, if a 
comparative deficiency of commerce and manufac- 
tures, whith great inequality of property tends rather 
to perpetuate than to correct, prevents the growth of 
that demand for labour and produce, which can alone 
remedy the discouragement to population occasioned 
by this inequality, it is obvious that Spanish America 
may remain for ages thinly peopled and poor, com- 
pared with her natural resources. 

And so, in fact, she has remained. For though the 
increase of population and wealth has been considera- 
ble, particularly of late years, since the trade with the 
mother-country has been more open, yet altogether it 
has been far short of what it would have been, even 
under a Spanish government, if the riches of the soil 
had been called forth by a better division of landed pro- 
perty, or a greater and more constant demand for raw 
produce. 

Humboldt observes that 
'^ Les personnes qui ont r^fl^cbi s^rieusement sur la richesse 
du sol Mexicain savent qae, par le moyen d'uoe culture plus 
eoign^e, et sans supposer des travaux extraordiuaires pour 
Pirrigation des champs, la portion do terrain d^j& d^fricM 
pourroit fournir de la subsistance pour une population buit a 
dix fois plus nombreuse J' He then adds, very justly, " Si 
les plaines fertiles d'Atalisco, de Cholula et de Puebla ne 
produisent pas des r6coltes plus abondantes, la cause prin- 
cipale doitetre chercb^e dans le manque des consommateurs, 
et dans les entraves que les in^galit^s du sol opposent au 
commerce int^rieur des grains, surtout ^ leur transport vert 
les cotes qui sent baign(Ses par la mer des Antilles."* 
In the actual state of these districts, the main and 
immediate cause which retards their cultivation is 
indeed the want of consumers, that is, the vrant of 
power to sell the produce at such a price as will at 

* Ton. iii, 1. \r, c iz. p. 89. 
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once encourage good cultivatioB, and enable the farm- 
ers to give the landlorcb something that they want, 
for the use of their land. And nothing is so likely to 
prevent this price from being obtained, as any obsta- 
cles natural or artificial to internal and external com- 
merce. 

That the slow progress of New Spain in wealth 
and population, compared with its prodieions re- 
sources, has been more owing to want of demand 
than want of capital, may fair^ be inferred from the 
actual state of its capital, which, according to Hum- 
boldt, is rather redundant than deficient Speaking 
of the cultivation of sugar, which he thinks might 
be successfully carried on in New Spain, he says, 
*^ La Nouvelie Espagne, outre Pavantage de sa populatioD, 
eu a encore un autre tr^ important, celui d^une masse 
enorme de capitaux amonceles chez les propri^taircs dea 
mines ou entre les mains pe negocians qui se sont retires 
du commerce."* 

Altogether the state of New Spain, as described by 
Humboldt, clearly shews — 

1st. That the power of supporting labour may 
exist to a much greater extent than the will. 

2dly. That the time employed in working for 
conveniences and luxuries is not alwajrs great in 
proportion as the time employed in working for food 
IS small. 

3dly. That the deficient wealth of a fertile coun- 
try may be more owing to want of demand than want 
of capital. 

And, in general, that fertility of soil alone is not 
an adequate stimulus to the continued increase of 
wealth* 

It is not necessary, however^ to go so far as the 
Spanish dominions in America^ to illustrate diesQ 
propositions. The state of the mother-country itselft 
and of most of the countries of Europe, WQilJhl 

* Tom, fit. 1. iv. c. I. p. 178. 
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furnish the same conclusions. We need not indeed 
go farther than Ireland to see a confirmation of them 
to a very considerable extent. 

The cultivation of the potatoe, and its adoption as 
the general food of the lower classes of the people 
in Ireland, has rendered the land and labour necessa- 
ry to maintain a family, unusually small, compared 
with most of the countries of Europe. The conse- 
quence of this facility of production, unaccompanied 
by such a train of fortunate circumstances as would 
give it full effect in the increase of wealth, is a state 
of things resembling, in many respects, countries 
less advanced in civilization and improvement. 

The prominent feature of Ireland is, the power 
which it possesses and actually exercises, of support- 
ing a much greater population than it can employ, 
and the natural and necessary effect of this state of 
things, is the very general prevalence of habits of in- 
dolence. The landed proprietors and principal tenants 
being possessed of food and necessaries, or at least 
of the ready means of procuring them, have found 
workmen in abundance at their command ; but these 
workmen not finding sufficient employment in the 
farms on which they had settled, have rarely been 
able to put their landlords in possession of the objects 
'^ most useful and most desirable" to them. Some- 
times, indeed, from the competition for land occa- 
sioned by an overflowing population, very high rents 
have been given for small portions of ground fit for 
the growth of potatoes ; but as the power of paying 
such rents must depend, in a considerable degree, 
upon the power of getting work, the number of nimi- 
lies upon an estate, who can pay high money rents, 
must have an obvious limit. This limit, there is reason 
to believe, has been, often found in the inability of 
the Irish cottar to pay the rent which he had contracted 
for ; and it is generally understood that the most in- 
telligent Irish landlords, influenced both by motives 
of humanity and interest, are now endeavouring to 
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check the progress of that reduDdsmt popalation upon 
their estates, which, while it generates an excesave 
degree of poverty and misery as well as indolence, 
semom makes up to the employer, in the lowness of 
wages, for the additional number of hands which he 
is obliged to hire, or call opon for their appointed 
service in labour. He is now generally aware that a 
smaller namber of more industrious labourers would 
enable him to raise a larger produce for the consump- 
tion of towns and manufacturers, and at the same 
time that they would thus contribute more largely to 
the general weakh of the country, would be in a 
more happy condition themselves, and enabie him to 
derive a larger and more certain rent from his estates. 
It may fairly be said therefore, that the possessors of 
food and necessaries in Ireland have not been able to 
obtain the objects most useful and desirable to tbem 
in return. 

The indolence of the country-labourers in Ireland 
has been universally r^narked. ' And whetlier this 
arises from there being really Uttle for them to do in 
the actual state of things, or from a natural tendency 
to idleness, not to be overcome by ordinary stimu- 
kmts ; it is equally true that the large portion of time 
of which they have the command, beyond what is 
employed in providing themselves with necessaries, 
does not certainly produce the effect of making them 
abound in conveniences and luxuries. The poor 
clothing and worse lodging of the Irish peasant are 
as well known, as the spare time which it might be 
expected would be the means of furnishing him amply 
with all kinds of conveniences. 

In defence, however, of the Irish peasant, it may be 
truly said, that in the state of sodety in which he has been 
placed, he has not had a fair trial ; he has not been sub- 
jected to the ordinary stimulants which produce iadus- 
trious habits. In almost every part of the island, par- 
ticularly in the south and west, the population of the 
coontxy districts is greater than the actual business 
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to be done cm the land can employ. If the people, 
therefore, wer« ever so industriously inclbed, it is not 
possible for tbem all to get regular employment in the 
occupations which belong to the soil. In the more 
hilly parts of the country which are devoted chiefly 
to pasture, this impossibility is moie psgrticijdarly- 
striking. A small farm sunong the Kerry mountaio^ 
may support perhaps a large family, amon^ whom 
are a number of grown-up sons ; but the busmess to 
be done upon the farm is a mere trifle. The greatest 
part of it falls to the share of the women. What 
remains for the men cannot occupy them for a number 
of hours equal to a single day in the week ; and the 
consequence is, they are generally seen loitering 
about, as if time was absolutely of no value to them. 

They might, one should suppose, with all this 
leisure, employ themselves in building better houses, 
or at least m improving them, and keeping theip neat 
and clean. But with regard to the first, some diffi- 
culties may occur in procuring materiab ; and with 
regard to the second, it appears from experiei^e, that 
the object is either not understood, or not considered 
as worth the trouble it would cost 

They might also, one should suppose, grow or 
purchase the raw materials of clothing, and work 
them up at home ; and this in fact is really done to a 
certain extent. Most of the linen and woollen they 
wear is prepared by themselves. But the raw mate- 
rials, when not of home growth, cannot be purchased 
without great difficulty, on account of the low money 
prices of labour ; and m preparing them for wear, the 
temptations to indolence will generally be too power- 
ful lor human weakness, when the question is merely 
about a work which may be deferred or neglected, 
with no other effect than that of being obliged to 
wear old clothes a little longer, in a country where 
custom is certainly in their favour. 

If the Irish peasant could find such a iparket for 
the result of lu9 inrdoojr QGaq^oai^ as would give 
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him constant employment at a fair money price, his 
habits might soon change; but it may be doubted 
whether any large body of people in any country ever 
acquired regular and industrious habits, where they 
were unable to get regular and constant work, and 
when, to keep themselves constantly and beneficially 
employed, it was necessary to exercise a great degree 
of providence, energy, and self-command. 

It may be said, perhaps, that it is capital alone 
which is wanted in Ireland, and that if this want 
were supplied, all her people might be easily en^ployed. 
That one of the great wants of Ireland is capital will 
be readily allowed ; but I conceive it would be a very- 
great mistake to suppose that the importation of a 
large quantity of capital, if it could be effected, would 
at once accomplish the object required, and create a 
quantity of wealth proportioned to the labour which 
seems ready to be employed in its production. The 
amount of capital which could be laid out in Ireland 
in preparing goods for foreign sale, must evidently 
depend upon the state of foreign markets ; and the 
amount tnat could be employed in domestic manu* 
factures, must as evidently depend upon the domesdc 
demand. An attempt to force a foreign market by 
means of capital, must necessarily occasion a premia- 
ture fall of profits, and might, after great losses, be 

3uite ineffectual ; and with regard to the domestic 
emand, while the habits of the great mass of the 
people are such as they are at present, it must be 
quite inadequate to take off the products of any con- 
siderable mass of new capital. In a country, where 
the necessary food is obtained with so little labour, 
and the population is still equal or nearly equal to the 
produce, it is perhaps impossible that the time not 
devoted to the production of food should create a pro- 
portionate quantity of wealth, without a very decided 
taste for conveniences and luxuries among we lower 
classes of society, and such a power of purchasing as 
would occasion an effective demand for them. But 
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it is well known, that the taste of the Irish peasant 
for articles of this description is yet to be fbrnied. 
His wants are few, and these wants he is in the habit 
of supplying principally at home. Owing to the 
cheapness of the potatoe, which forms the principal 
food of the lower classes of the people, his money 
wages are low ; and the portion which remains, after 

f)roviding absolute necessaries, will go but a very 
itrle way in the purchase of conveniences. All these 
circumstances are most unfavourable to the increase 
of wealth derived from manufactures destined for 
home consumption. But the tastes and habits of a 
larj^e body of people are extremely slow in changing; 
and in the mean time the application of capital in 
larger quantities than was suited to the progress of 
the change, would certainly fail to yield such profits 
as would encourage its continued accumulation and 
application in the same way. In general it may be 
said that demand is quite as necessary to the increase 
of capital as the increase of capital is to demand. 
They mutually act upon and encourage each other, 
and neither of them can proceed with vigour if the 
other be left far behind. 

In the actual state of Ireland, I am inclined to 
believe, that the check which the progress of her 
manufactures has received, has been owing to a want 
of demand rather than a want of capital. Her pecu- 
liar distress upon the termination of the late war had 
nnquestionably this origin, whatever might have been 
the subsequent destruction of capital And the groat 
checks to her manufactures formerly were the unjust 
and impolitic restrictions imposed by England which 
prevented, or circumscribed the demand for them. 
When, however, a brisk demand for any manufacture 
has existed, few instances I believe have occurred of 
its being allowed to languish through the want of 
capital ; though there is reason to think that advances 
of capital have been sometimes made, which have 
failed to create an adequate market 
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The state of Ireland in respect to the time and labour 
necessary to the production of her food is such, that 
her capabilities for manufacturing and commercial 
we^th are prodigious. If an improved system of 
agriculture were to raise the food and raw meteriak 
required for the population with the smallest quantity 
of labour necessary to do it in the best manner, and 
the remainder of the people, instead of loitering about 
upon the land, were engaged in manufactures and 
commerce carried on in great and flourishiiig towns, 
Ireland would be beyond comparison richer than 
England. This is what is wanted to give full scope 
to her great natural resources ; and to attain this state 
of things an immense capital is undoubtedly required ; 
but it can only be employed to advantage as it is 
gradually called for ; and a premature supply of it 
would be much less beneficial and less permanent in 
its effects, than such a change in the tastes and balnta 
of the lower classes of people, and such an alteration 
in the mode of paying their labour, as would give 
them both the will and the power to purchase domes* 
tic manufactures and foreign commodities. 

The state of Ireland then may be said to lead to 
nearly the same conclusions as that of New Spain, and 
to shew — 

That the power of supporting labour may oftea 
exist to a much greater extent than the will ; 

That the necessity of employing only a small por- 
tion of time in producing food, does not always occa- 
sion the employment of a greater portion of time in 
procuring conveniences and luxuries ; 

That the deficiency of wealth in a fertile country 
may be more owing to want of demand than to want 
of capital ; 

And, in general, that the fertility of the soil alone 
is not an adequate stimulus to the permanent increase 
of wealth. 
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SECTION V. 

OfinveHiions to Mvt Labour j considered as a Stimulus to the 
continued Incrtase of Wealth* 

Inventions to save Labour seldom take place to any 
considerable extent, except when there is a decided 
demand for them. They are the natural products of 
improvement and civilization, and, in their more per- 
fect forms, generally come in aid of the failing pow- 
ers of production on the land. The fertility of the 
soil, bemg a gift of nature* exists whether it is want- 
ed or not ; and must often therefore exceed for many 
hundred years the power of fully using it Inventions, 
which substitute machinery for manual exertions, 
being the result of the ingenuity of man, and called 
forth by his wants, will, as might be expected, seldom 
greatly exceed those wants. 

But the same laws apply to both. They both 
come under the head of lacUities of production ; and 
ia both cases a full use cannot be made of this facili- 
ty, unless the power of supply which it furnishes be 
accompanied by an adequate extension of the mar- 
ket. 

When a machine is invented, which, by saving 
labour, will bring goods into the market at a much 
cheaper rate than before, the most usual effect is such 
an extension of the demand for the commodity, by its 
being brought within the power of a much greater 
Jiumber of purchasers, that the value of the whole 
mass of goods made by the new machinery greatly 
exceeds their former value ; and, notwithstanding the 
Saving of labour, more bands, instead of fewer, are 
xeouired in the manufacture. 

This effect has been very strikingly exemplified in 
the cotton machinery of this country. The con- 
4n]mption of cotton goods has been so greatly extended 
both at home and abroad, on account oi Uieir ch^ip- 
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ness, that the value of the whole of the cotton goods 
and twist now made exceeds, beyond comparison, the 
former value ; while the rapidly increasing population 
of the towns of Manchester, Glasgow, &c. during the 
last thirty years, amply testifies that, with a few tem- 
porary exceptions, the demand for the labour concerned 
in the cotton manufactures, in spite of the machinery 
used, has been increasing very greatly. 

When the introduction of machinery has this effect, 
it is not easy to appreciate its enriching power, or its 
tendency to increase both the value and quantity of 
domestic and foreign commodities. 

When however the commodity to which machi- 
nery is applied is not of such a nature, that its con- 
sumption can extend with its cheapness, the increase 
of wealth derived from it is neither so great nor so 
certain. Still however it may be highly beneficial ; 
but the extent of this benefit depends upon a cootin- 

§ency. Let us suppose a number of capitalists in 
le habit of employing 20,0002. each in a manufac- 
ture of limited consumption, and that machines were 
introduced which, by the saving of labour, would 
enable them to supply the actual demand for the com- 
modity with capitals of ten thousand pounds each, 
instead of twenty. There would, in this case, be a 
certain number of ten thousand pounds, and the men 
employed by these capitals, thrown out of employ- 
ment. On the other hand, there would be a portion 
of revenue set free for the purchase of fresh commo- 
dities; and this demand would undoubtedly be of 
the greatest advantage in encouraging the employ- 
ment of the vacant capitals in other directions. At 
the same time it must be recollected that this demand 
is not a new one, and, even when fully supplied, 
could only replace the diminution of capital and pro- 
fits in one department, occasioned by the employment 
of so many ten thousands, instead of twenty thou- 
sands. But in withdrawing capital from one employ- 
ment and placing it in another, there is almost always 



SEC. v.] OF TH£ PROGRESS OF WEALTH. 813 

a coDsideralile loss. Even if the whole of the 
remainder were directly employed, it would be less 
in amount. Though it might yield a greater produce^ 
it would not command the same quantity of labour as 
before ; and, unless more menial servants were used, 
many persons would be thrown out of work ; and 
thus the power of the whole capital to command the 
same quantity of labour would evidently depend upon 
the contingency of the vacant capitals being with- 
drawn undiminished from their old occupations, and 
finding immediately equivalent employment in oth- 
ers. 

If, in order to try the principle, we were to push 
it farther, and to suppose that, without any extension 
of the foreign market for our goods, we could by 
means of machinery obtain all the commodities at 
present in use, with one third of the labour now 
applied, is it in any degree probable that the mass of 
vacant capitals could be advantageously employed, or 
that the mass of labourers thrown out of work could 
find the means of commanding an adequate share of 
the national produce ? If there were other foreign 
trades which, by means of the capital and labour 
thrown out of employment, might be greatly extend- 
ed, the case would be at once quite altered, and the 
returns of such trades might furnish stimulants sujfi- 
cient to keep up the value of the national income. 
But, if only an increase of domestic comn^odities could 
be obtained, there is every reason to fear that the 
exertions of industry would slacken. The peasant, 
who might be induced to labour an additional number 
of hours for tea or tobacco, might prefer indolence to 
a new coat. The tenant or small owner of land, 
who could obtain the common conveniences and lux- 
uries of life at one third of their former price, might not 
labour so hard to procure the same amount of surplus 
produce from the land. And the trader or merchant, 
who would continue in his business in order to be able 
to drink and give his guests claret and champagne, 

40 
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might think an addition of homely commodities bj ao 
means worth the trouble of so much constant atten- 
tion. 

It has been said that, when there is an income 
ready for the demand, it is impossible that there should 
be any difficulty in the employment of labour and 
capital to supply it, as the owner of such an income, 
rather than not spend it, would purchase a table or 
chair that had cost the labour of a hundred men for 
a year. This may be true, in cases of fixed monied 
revenues, obtained by inheritance, or with little or no 
trouble. We well know that some of the Roman 
nobles, who obtained their immense wealth chiefly by 
the easy mode of plunder, sometimes gave the most 
enormous prices for fancied luxuries. A feather will 
weigh down a scale when there is nothing in the 
opposite one. But where the amount of the incomes 
of a country depend, in a considerable degree, upon 
the exertion of labour, activity and attention, there 
must be something in the commodities to be obtained 
sufficiently desirable to balance this exertion, or the 
exertion will cease. And experience amply shews, by 
the number of persons who daily leave off business, 
when they might certainly have continued to improve 
their fortunes, that most men place some limits, bow- 
ever variable, to the Quantity of conveniences and lux- 
uries which they will labour for ; and that very few 
indeed would attend a counting-house six or eieht 
hours a day, in order to purchase commodities which 
have no other merit than the quantity of labour which 
has been employed upon them. 

. Still however it is true that, when a mat income 
has once been created in a country, in the shape of a 
iar^ mass of rents, profits and wages, a consiaerable 
resistance will be made to any essential fail in its 
value. It is a very just remark of Hume,* that when 
the affairs of a society are brought to this atuation ; 

* Eimf% voL i. p. 293« 
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that is, when, bj means of foreign tradei it has acquir- 
ed the tastes necessary to give value to a great quanti- 
ty of labour not employed upon actual necessaries, it 
may lose most of this trade, and yet continue great 
and powerful, on account of the extraordinary enbrts 
which would be made by the spare capital and inge- 
nuity of the country to refine home manufactures, in 
order to supply the tastes already formed, and the 
incomes already created. But if we were to allow 
that the income of such a nation might, .in this way, 
by possibility be maintained, there ^ little chance of 
its mcreasing ; and it is almost certiiin that it would 
sot have reached the same amoupt, without the mar- 
ket occasioned by foreign commerce. 

Of this I think we shall be convinced, if, in our own 
country, we look at the quantity of goods which we 
export chiefly in consequence of our machinery, and 
consider the nature of the returns obtained for them. 
In the accounts of the year ended the 5th of January 
181 8, it appears that the exports of three articles alone 
in which machinery is used— Krottons, woollen and 
hardware, including steel goods, &c. are valued at 
above 29 millions. And among the most prominent 
articles of the imports of the same year, we nnd coffee, 
indigo, sugar, tea, silks, tobacco, wines, and cotton- 
wool, amounting in value all together to above 18 
millions out of thirty ! Now I would ask how we 
should have obtained these valuable imports, if tbe 
foreign markets for our cottons, woollens, and hard-' 
ware had not been extended with the use of machine* 
ry ? And further, where we could have found substi- 
tutes at home for such imports, which would have 
been likely to have produced the same eflfects, in 
stimulating the cukivation of the land, the accumula- 
tion of capital, and the increase of population ? And 
when to these considerations we add the fortunes 
which have been made in these manufactures, the 
market for which has been continually extending, and 
cootinvallx requiring more capital and more people to 
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be employed in them ; and contrast with this state of 
things the constant necessity of looking out for new 
modes of employing the same capital and the same 
people, a portion of which would be thrown out of 
their old occupations by every new invention ; — ^we 
must be convinced that the state of this country would 
have been totally different from what it is, and that it 
would not certainly have acquired the same income in 
rents, profits and wa^es, if the same ingenuity had 
been exercised in the invention of machinery, with- 
out the same extension of the market for the commo- 
dities produced. 

It may justly be doubted, whether, at the present 
moment, upon the supposition of our foreign inter- 
course being interrupted, we should be likely to find 
efficient substitutes for teas, coffee, sugar, wines, silks, 
indigo, cottons, &c. so as to keep up the value of our 
present income ; but it cannot well be doubted, that 
if, from the time of Edward the First, and setting out 
with the actual division of landed property which then 
prevailed, the foreign vent for our commodities had 
remained stationary, our revenue from the land alone 
would not have approached to what it is at present, 
and still less, the revenue from trade and manufac- 
tures. 

Even under the actual division of the landed pro- 
perty in Europe, Which is very much better than it 
was 600 years ago, most of the states of which it is 
composed would be comparatively unpeopled, if it 
were not for trade and manufactures. Without the 
excitements arising from the results of this sort of in- 
dustry, no sufficient motives could be presented to 
them either to divide their great estates by sale, or to 
take care that they were well cultivated. 

According to Adam Smith, the most important 
manufactures ' of the northern and western parts of 
Europe were established either in imitation of foreign 
articles, the tastes for which had been already formed 
by a previous foreign trade, or by the gradual refine- 
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ment of domestic commodities till they were fit for 
exportation.* In the first case, the very origin of 
the manufacture is made to depend upon a previous 
extension of market, and the importation of foreign 
articles ; and in the second case, the main object and 
use of refining the domestic commodities in an inland 
country, appears to be the fitting them for an exten- 
srive market, without which the local advantages en- 
joyed would be in a great measure lost. 

In carrying on the late war, we were powerfully 
assisted by our steam-engines, which enabled us to 
command a prodigious quantity of foreign produce 
and foreign labour. But how would their efficacy 
have been weakened if we could not have exported 
our cottons, cloths and hardware ? 

If the mines of America could be successfully 
worked by machinery, and the King of Spain's tax 
could be increased at will, so as to make the most of 
this advantage, what a vast revenue might they not 
be made to afford him ! But it is obvious that the 
effects of such machinery would sink into insignifi* 
cance, if the market for the precious metals were 
confined to the adjacent countries, and the principal 
effect of it was to throw capital and labour out of 
employment. 

in the actual state of things in this country, the 
population and wealth of Manchester, Glasgow, 
Leeds, foe. have been greatly increasing ; because, 
on account of the extendmg demand for their goods, 
more people have been continually required to work 
them up; but if a much smaller number of people 
had been required, on account of a saving of labour 
from machinery, without an adequate extension of 
the market, it is obvious that these towns would have 
been comparatively poor, and thinly peopled. To 
what extent the spare capital and labour thrown out 
of employment in one district would have enriched 

• IVMltbof NatiOQt, Vol. ii. B. iii. cb. iiL p. 115. 6tb edit 
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Others, it is impossible to say ; and on this nvkgect 
any assertion may be made, as we cannot be set 
right by an appeal to facts. But I would ask, whether 
there are any grounds in the dightest degree plausiUe 
for saying, that not only the capital sparea at any 
time from these manufactures would be preserved 
and employed elsewhere ; but that it would be em- 
ployed as profitably, and create as much exchangear 
ble value in other places as it would have done in 
Manchester and Glasgow, with an extending market ? 
In short, are there any plausible grounds whatever 
for stating that, if the twenty millions worth of cot- 
tons which we now exfiort, were entirely stopped, 
either by successful foreign competition or positive 
prohibitions, we should have no difficulty in finding 
employment for our capital and labour equally ad- 
vantageous to individuals in point of profit, and 
equally enrichins to the country with respect to the 
exchangeable value of its revenue ? 

Unquestionably any country has the power of con- 
suming all that it produces, however great in quantity ; 
and every man in health has the power of applying 
his mind and body to prcductive labour for ten ob 
twelve hours of the day. But these are dry asser^ 
tions respecting the powers of a country, which do 
not necessarily involve any practical consequences re- 
lating to the increase of wealth. If we could not 
export our cottons, it is quite certain that, thoueh 
we might have the power, we should not have ue 
will, to consume them all in kind at home ; and the 
maintenance of our national wealth and revrane 
would depend entirely upon the circumstance whether 
the capital thrown out of the cotton trade could be 
so applied as to produce commodities which would 
be estimated as highly and consumed as eagerly as 
the foreign goods before imported. There is no magic 
ki foreign markets. The final demand and coosomp-' 
tion must always be at home ; and if goods could be 
produced at home, which would excite people to work 
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as many hours in the day, would communicate the 
same enjojrmeDts, and create a consumption of the 
rame vame^ foreign markets would be useless. We 
know however from experience, that very few coun^ 
tries are capable of producing commodities of the 
same efficacy, in this respect, as those which may be 
obtained by a trade to various climates and soils. 
Without such a trade, and with a great increase in the 

Sower of production, there is no inconsiderable 
anger that mdustry, consumption, and exchangeable 
value would diminish ; and this danger would most 
unquestionably be realized if the cheapness of do- 
mestic commodities occasioned by machinery, were 
to lead to increased saving rather than to increased 
expenditure. 

Dut it is known that facilities of production have 
the strongest tendency to open markets, both at home 
and abroad. In the actual state therefore of most 
countries, there is little reason to apprehend any per* 
manent evil from the introduction of machinery. 
The presumption alwavs is, that it will lead to a 
great extension of wealth and value. But still we 
must allow that the pre-e^iinent advantages derived 
from the substitution of machinery for manual labour, 
depend upon the extension of the market for the com- 
modities produced, and the increased stimulus given 
to consumption ; and that, without this extension of 
market and increase of consumption, they must be in 
a great degree lost. Like the fertility of land, the 
invention of good machinery confers a prodigious 
power of production. But neither of these great 
powers can be called fullv into action, if the situation 
and circumstances, or the habits and tastes of the 
society prevent the opening of a sufficient market, 
and an adequate increase of consumption. 

The three great causes most favourable to produc- 
tion are, accumulation of capital, fertility of soil, and 
hiventions to save labour. They all act in the same 
diiection ; and as they all tend to facilitate supply, 
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without reference to demand^ it is not probable that 
they should either separately or conjointly afford an 
adequate stimulus to the continued increase of wealth, 
which can only be kept up by a continued increase 
of the demand for commodities. 



SECTION \L 

Of the Ntctssily of a XJnion of the Powers of Production with 
the Means of Distribution, in order to ensure a continued 
Increase of Wealth. 

We have seen that the powers of production, to 
whatever extent they may exist, are not alone suffi- 
cient to secure the creation of a proportionate degree 
of wealth. Something else seems to be necessary in 
order to call these powers fully into action ; and this 
is, such a distribution of produce, and such an adapta- 
tion of this produce to the wants of those who are to 
consume it, as constantly to increase the exchange- 
able value of the whole mass. 

In individual cases, the power of producing par- 
ticular commodities is called into action, in proportion 
to the effective demand for them ; and the greatest 
stimulus to their production is a high market price, 
or an increase oi their exchangeable value, before 
more capital and labour have l^en employed upon 
them. 

]n the same manner, the greatest stimulus to the 
continued production of commodities, taken all 
together, is an increase in the exchangeable value of 
the whole mass, before more labour and capital have 
been employed upon them. And this increase of 
value is effected by such a distribution of the actual 
produce as is best adapted to gratify the existing 
wants of society, and to inspire new ones. 
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It has been stated in a preceding section, that if all 
the roads and canals of the country were broken up, 
and the means of distributing its produce were essen- 
tially impeded, the whole value of the produce would 
freatly fall ; indeed, it is obvious that if it were so 
istributed as not to be suited to the wants, tastes, 
and powers of the actual population in different situa- 
tions, its value might sink to such a degree as to be 
comparatively quite inconsiderable. Upon the same 
principle, if the means of distributing the produce of 
the country were still further facilitated, and if the 
adaptation of it to the wants, tastes and powers of the 
consumers were more complete than at present, there 
can be no doubt that a great increase in the value of 
the whole produce would follow. 

But to illustrate the power of distribution in 
increasing the mass of exchangeable value, we need 
only refer to experience. Before the introduction of 

food roads and canals in England, the prices of pro- 
uce in many country distncts were extremely low 
compared with the same kind of produce m the 
London markets. After the means of distribution 
were facilitated, the price of country produce, and of 
some sorts of London produce which were sent into 
the country in exchange for it, rose ; and rose in a 

freater degree than the country produce fell in the 
lOndon markets, or the London produce fell in the 
country markets ; and consequentlv the value of the 
whole produce, or the supplies of London and the 
country together, was greatly increased ; and while 
encouragement was thus given to the employment of 
a greater quantity of capital by the extension of 
demand, the temporary rise of profits, occasioned by 
this extension, would greatly contribute to furnish the 
additional capital required. 

It will be asked, perhaps, how an increase in the 
exchangeable value of the whole produce of a country 
iis to be estimated ? It has before been stated that 
real value in exchange, from its very nature, admits of 

41 
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no accurate and standard measure ; and consequently, 
in the present case, no measure can be mentioned 
which IS perfectly satisfactory. Yet even bullion, 
our most common measure of value, might, in gene- 
ral, and for short periods, be referred to ; and though 
abstractedly considered, wealth is nearly independent 
of money ; yet in the actual state of the relations of 
the different countries of the world with each other, 
it rarely happens that an^ great increase or decrease 
in the bullion value ol all the commodities of a 
country takes place, without an increase or decrease 
of demand for commodities, compared with the sup* 
ply of them. 

It happens however, undoubtedly, sometimes, that 
the value of bullion alters, not only generally, but in 
particular countries ; and it is not meant to be said 
that a country cannot possiblv be stimulated to an 
increase of wealth after a fall has taken place in the 
money-price of all its commodities. As the best 
approximation to a measure of real value in exchange^ 
in application to the commodities of different coun* 
tries and different times, I before proposed a mean 
between com and labour ;* and to this measure 1 
should be disposed always to refer, when any com- 
modities are to be estimated, with the exception of 
corn and labour themselves. But as, in speaking of 
national wealth, it is necessary to include the 
exchangeable value of food ; and as food cannot well 
be the measure of food, I shall refer generally to the 
labour, domestic and foreign, which the bullion-price 
of the produce will command, or the sacrifices which 
people are willing and able to make of their own or 
^>ther persons exertions in order to obtain it, as the 
best practical measure of value that can be appli^ ; 
and though undoubtedly not accurate, yet sufiuuently 
so for the present purpose. 

* Chap. ii. aect. rii. 
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General wealth, like particular portions of it, will 
always follow effective demand. Whenever there is 
a great demand for commodities, that is, whenever the 
exchangeable value of the whole mass will command 
more labour than usual at the same price, there is the 
same kind of reason for expecting a general increase 
of commodities, as there is for expectmg an increase 
of particular commodities when their market-prices 
rise. And on the other hand, whenever the produce 
of a country estimated in the labour which it will 
eommand, falls in value, it is evident that with it the 

E)wer and will to purchase the same quantity of 
hour must be diminished, and the effective demand 
for an increase of produce must, for a time, be check- 
ed. 

Mr. Ricardo, in his chapter on Value and Riches^ 
has stated that ^^a certam quantity of clothes and 
'provisions will maintain and employ the same num- 
ber of men, and will therefore procure the same quan* 
tity of work to be done, whether they be produced 
by the labour of a hundred or of two hundred men ; 
but they will be of twice the value, if two hundred 
have been employed in their production.''* But, 
even taking his own peculiar estimate of value, this 
statement would very rarely indeed be true. The 
clothes and provisions which had cost only one hun- 
dred days' labour would never, but in the most un- 
natural state of things, be able to procure the same 
quantity of work to be done as if they had cost two 
hundred days' labour. To suppose it, is to suppose 
that the price of labour, estimated in necessaries, is 
the same at all times and in all countries, and doed 
not depend upon the plenty or scarcity of necessaries 
compared with labour, a supposition contradicted by 
universal experience. Nine quarters of wheat will 
perhaps command a year's labour in England ; but 
sixteen quarters will hardly procure the same quantity 

^Prioc. of Mit CcOQ.ch. n. p. 349. 
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of work to be done in America. And in the case 
either of a sudden increase of productive labour, by 
a rapid conversion of revenue into capital, or a sud- 
den increase of the productiveness of the same quan- 
tity of labour, there is not the slightest doubt that a 
given portion of necessaries would be quite unable to 
set in motion the same Quantity of labour ; and, if 
the exchangeable value of the produce should fall in 
a greater ratio than its quantity increases, (which 
may very easily happen,) then the same quantity of 
labour would not be set in motion by the increased 
quantity of necessaries, and the progress of wealth 
would receive a decided check* 

Such a check would still more obviously be the 
consequence of a diminished demand for produce, 
owing to the decline of foreign commerce, or any 
other cause. Under these circumstances, both the 
quantity and value of produce would soon be dimi- 
nished ; and though labour, from the want of demand, 
would be very cheap, the capitalists would soon lose 
both the will and the power to employ it in the same 
quantity as before. 

In every case, a continued increase in the value of 
produce estimated in labour seems to be absolutely 
necessary to a continued and unchecked increase of 
wealth ; because without such an increase of value it 
is obvious that no fresh labour can be set in motion. 
And in order^^to support this value, it is necessary that 
. an effective distribution of the produce should take 
place, and a due proportion be maintained between 
the objects to be consumed and the number, wants, 
and powers of the consumers, or, in other words, 
between the supply of commodities and the demand 
for them. 

It has already been shewn that this value cannot 
be maintained in the case of a rapid accumulation of 
capital occasioned by an actual and continued dimi- 
nution in the expenditure and consumption of the 
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higher classes of society.* Yet it will be most readi- 
ly allowed that the saving from revenue to add to 
capital is an absolutely necessary step in the progress 
of wealth. How then is this saving to take place 
without producing the diminution of value appre- 
hended ? 

It may take place, and practically almost always' 
does take place, in consequence of a previous increase 
of value, or of revenue, in which case a saving may be 
effected, not only withoutany diminution of demand and 
consumption, but under an actual increase of demand, 
consumption and value during every part of the pro- 
cess. And it is in fact this previous increase of value 
and revenue which both gives the great stimulus to 
accumulation, and makes that accumulation effective 
m the continued production of wealth. 

M. Sismondi, in his late work, speaking of the lim- 
its of accumulation, observes, 
" On ne fait jamais apres tout qu'echanger la totalite de la 

{Toduction de PaoDee contre la totalite de la production de 
'annee precedente.^'f 

If this were really the case, it would be difficult to 
say how the value of the national produce could ever be 
increased. But in fact a great increase of produc- 
tions may immediately find an adequate market, and 
experience consequently a great increase of exchange- 

• Sect. III. of thii chapter. 

f Nonveain Prioripet d*£cooomie Politique, torn. i. p. 120. I quite agree with 
M. S'lfOKMHli in oraoy of bit principlen respectinc consumption and dciDnod ; but 1 
d^ not tlanlUlbat tbe view which be takea of the fonnation of mtioiial revenue, on 
- which all ioCTease of consumption and demand depeodi, it jutt ; and I can by no 
neant go with him in the feart which he expretwt about machinery, and ttill lest in 
the opinioo which h« holda mpectioc tbe neceiiity of a frequent interference on tbe \ 
part of government tp protect individuals, and classes, from the consequences of 
eompetition. IV iih regard to population, he has misimderstood my work more than 
I could have expected from so able and distinguished a writer. He says, that my 
reatooing 1^ completely lopbistical, because I have compared tbe virtual increase of 
population Vith the potjHvt increase of food. But surely I have compared tbe vir» 
hm iocreut of |K>poIatioo with thevtXitoZ increase of food ; and the potiUw increase 
of populatJOB with the fMiiftvt increase of food ; and the greater part of my book 
it taken op i|ith the latter comparison. Practically M. Sismondi goes much farther 
tbaa I do in hit appreheuiioos of a redundant population, and proposes to repress it 
by all sorts of strange means. 1 never have recoouiended, nor ever shall, any other 
■want than thpee of explaining to the labouring classes tbe manner in which their 
itttereitt art affected, by too great an increate of their numbers, and of reoioviiu^ or 
weaktoiag the potitive lawi which tend to disceorage habits of pradeace and lore> 
aifht ^ 
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able value, if they are 90 well didtributed and so well 
adapted to the tastes and wants of the society as to 
excite the desire of making an adequate sacrifice in 
order to procure and consume them. AH increase of 
commodities shews itself first in increased revenue ; 
and as long as they increase in value as well as in 
quantity by being properly distributed and the con* 
sumption properly poportioned to the supply, it is 
obvious that a yearly saving may take place consis- 
tently with a yearly increase of revenue and a yearly 
increase of expenditure and demand. 

The fortune of a country, though necessarily made 
more slowly, is made in the same way as the rortunes 
of individuals in trade are generally made, — by sm>^ 
ingSy certainly ; but by savmgs which are fiimidied 
from increased gains, and by no means invc^e a 
diminished expenditure on objects of luxury and eo- 
jovment 

Many a merchant has made a large fortune, adthough, 
durinff the acquisition of this fortune, there was per- 
haps hardly a single year in which he did not rather 
increase than diminish his expenditure in objects of 
luxury, enjoyment, and liberality. The amount of 
capital in this country is immense, and it certainly 
received very great additions during the last twenty- 
five years ; but on looking back, few traces are to be 
found of a diminished expenditure in the maintenance 
of unproductive labour. If some such traces however 
are to be found, they will be found in exact conformi* 
ty to the theory here laid down ; they will bt* found 
during a period, when, from particular circumstances, 
tha value of the national produce was not maintained, 
and there was in consequence a great diminution of 
the power of expenditure, and a great check to the 
[KToduction of wealth. 

Perhaps it will be said, that to lay so much stress 
on distribution, and to measure demand by the ex- 
changeable value of the whole produce, is to exalt the 
gross revenue at the expense of the neat revenue of a 
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Goantry, and to favour that system of cultivation and 
manufacturing which employs on each object the 
greatest number of hands. But I have already shewn 
that the saving of labour, and the increase of skill,' 
both in agriculture and manufacturing industry, by 
enabling a country to push its cultivation over poorer 
lands, without diminution of profits, and to extend far 
and wide the markets for its manufactures, must tend 
^ to increase the exchangeable value of the whole ; and 
there cannot be a doubt that in this country they must 
have been the main sources of that rapid and aston* 
isbme increase in the value of the national wealthy 
which has taken place during the last thirty or forty 
years. 

To dwell therefore mainly on the gross revenue of 
a country rather than on its neat revenue, is in no 
respect to under-rate the prodigious advantage derived 
from skill and machinery, but merely to give that 
importance to the value of the whole produce to 
which it is so justly entitled. No description of 
national wealth, which refers only to neat revenue, 
can ever be in any degree satisfactory. The Econo* 
mists destroyed the practical utility of their works by 
referring exclusively to the neat produce of the land. 
And the writers who make wealth consist of rents and 
profits, to the exclusion of wages, commit an error 
exactly of the same kind though less in degree. Those 
who live upon the wages of labour, unproductive as 
well as productive, receive and expend much the 
greatest part of the annual produce, pay a very con- 
siderable sum in taxes for the maintenance of the 
government, and form by far the largest portion of Its 
physical force. Under the prevalence of habits of 
prudence, the whole of this vast mass might be nearly 
as happy as the individuals of the other two classes, 
and probably a ^eater number of them, though not 
a greater proportion of diem, happier. In every point 
of view therefore, both in reference to the part of the 
annual produce which fidls to th^r riiare, and the* 
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means of health and happiness which it may be pre- 
sumed to communicate, those who live on the wages 
of labour must be considered as the most important 
portion of the society ; and any definition of wealth 
which should involve such a diminution of their num- 
bers, as to require for the supply of the whole popula- 
tion a smaller annual produce, must necessarily be 
erroneous. 

In the First Chapter of this Work, having defined 
wealth to be ^' the material objects which are necessa- 
ry, useful, and agreeable to mankind," I stated as a 
consequence that a country was rich or poor accord- 
ing to the abundance or scantiness in which these 
objects were supplied, conipared with the extent of 
territory. It will be readily allowed that this defini- 
tion does not include the question of what may be call- 
ed the amount of disposable produce, or the fund for 
taxation ; but still I must consider it as a much more 
correct definition of the wealth of a country than any 
that should refer to thisVlisposable part alone. What 
should we say of the wealth of this country, if it were 
possible that its rents and profits could remain the 
same, while its population and produce were reduced 
two-thirds ? Certainly it would be much poorer 
according to the above definition ; and there are not 
many that would dissent from such sJ conclusion. 

1 hat it would be desirable, in a definftion of nation^ 
al wealth, to include the consideration bi disposable 
produce, as well as of actual quantity and value, can- 
not be doubted ; but such a definition seems to be in- 
its nature impossible, because in each individual case 
it must depend upon^eftiiiio n , what in crease ofohsposa- 
ble produce should be accomrfecTRjuivalent to a given 
diminution of gross produce. 

We must content ourselves therefore with referrmg 

fenerally to the amount and value of national pro- 
ucc ; and it may be subsequently stated as a sepa- 
rate, though very important consideration, that par- 
ticular countries, with the same amount and value of 
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produce, have a larger or smaller proportion of that 
produce disposable. In this respect, no doubt, a 
country with a fertile territory will have a prodigious 
advantage over those whose wealth depends almost 
entirely on manufactures. With the same popula- 
tion, the same rate of profits, and the same amount 
and value of produce, the landed nation would have 
much the largest portion of its wealth disposable. 

Fortunately, it happens but seldom that we have 
to determine the amount of advantage or disadvantage 
occasioned by the increase of the neat, at the expense 
of the gross revenue. The interest of individual 
capitalists uniformly prompts them to the saving of 
labour, in whatever business they are engaged ; and 
both theory and experience combine to shew that 
their successful efforts in this direction, by increasing 
the powers of production, afford the means of increas* 
ing, in the greatest practicable degree, the amount 
and value of the gross produce,* provided always 
that such a distribution and consumption of the 
increased supply of commodities takes place, as con- 
stantly to increase their exchangeable value. 

In general, an increase of prcNduce and an increase 
of value go on together ; and this is that natural and 
healthy state of tnings, which is most favourable to 
the progress of wealth. An increase in the quantity 
of produce depends chiefly upon the power of pro- 
duction, and an increase in the value of produce upon 



'. Ktcardo, lo nil ciiapier on urou ana pia ntvemu. 1 1 bouiq doi neniaift 
nl in laying, that a couQtry irith a neat revenue froin renti and profits, con- 
r food and clothing for 6ve millionf of men, would be decidedly richer and 
Hrerful, if mch neat revenue were ohtaioed from Mven miUioot of oeo. 



* From what haR been here faid, tlie reader will lee that 1 can hy no meant agrt* 
with Mr. Rtcardo, in hii chapter an Orou and ^et Rtvemu. 1 1 bould not beiiut* 
a moment i " " 
rifting of i 
more powerful, 

rather than five, foppmiog them to he equally well tupported. The whole produce 
would be greater ; and the additional two millioot of lahoiiren would tome of then 
unqueitiooably have a part of their wagea diapoaable. But I would further aak 
what it to become of the capital as well at the people in the case of soeh a change f 
It it obvious that a considerable portion of it must become redundant and uselcas. I 
quite agree with Mr. Ricardo, however, in approving all saving of labour and invea- 
tioos in machinery ; but it is because I think that their tendency is to iucrease tht 
gross produce and to make room for a larger population and a larger caoitaU II 
the saving of labour were to be accompanied hy the effecU stated in Mr. Ricardo*i 
iMtance, J should agree with M. Siamoudi aad Mr. Owen in deprecating it ai « 
ifreat misfoituoe. 

42 
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its distribution. Production and distribution are the 
two grand elements of wealth, which, combined ia 
their due proportions, are capable of carrying the 
riches and population of the earth in no great length 
of time to the utmost limits of its possible resources ; 
but which taken separately, or combined in undue 
proportions, produce only, after the lapse of many 
thousand years, the scanty riches and scanty popula- 
tion, which are at present scattered over the face of 
the globe. 



SECTION VII. 

Of the Distribution occcLsiontd by the Division of landed 
Property considered as the means of increasing the ex- 
changeable Value of the whole Produce. 

The causes most favourable to that increase of value 
which depends upon distribution are, 1st, the division 
of landed property ; 2dly, internal and external com- 
merce ; 3aly, the maintenance of unproductive con- 
sumers. 

In the first settlement and colonization of new 
countries, an easy division and subdivision of the land 
is a point of the very highest importance. Without 
a facility of obtaining land in small portions by those 
who have accumulated small capitals, and of settling 
new proprietors upon the soil, as new families branch 
off from the parent stocks, no adequate effect can be 
given to the principle of population. This facility of 
settling the rising population upon the soil is still 
more imperiously necessary in inland countries, which 
are not lavourably situated for external and internal 
commerce. Countries of this descriptioui if, from 
the laws and customs relating to landed propertj^, 
great difficulties are thrown in the way of its distri- 
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bution, may remain for ages very scantily eeopled, ia 
spite of the principle of population ; while tne easy 
division and subdivision of the land as new families 
arise to be provided for, might, with comparatively 
little commerce, furnish an effective demand for popu- 
lation, and create a produce which would have no 
inconsiderable value in exchange. Such a country 
would probably have a small neat produce cmnpared 
with its gross produce ; it would also be greatly defi^ 
cient in the amount of its manufactures and mercan- 
tile products ; yet still its actual produce and popula- 
tion might be respectable ; and for the increase of 
exchangeable value which had produced these effects, 
it would be mainly indebted to that distribution of 
the produce which had arisen from the easy division 
of land. 

The rapid increase of the United States of America, 
taken as a whole, has undoubtedly been aided very 
greatly by foreign commerce, and particularly by the 
power 01 selling raw produce, obtained with little 
labour, for European commodities which have cost 
much labour, fiut the cultivation of a great part of 
the interior territory has depended in a considerable 
degree upon the cause above stated ; and the facility 
with which even common workmen, if they were 
industrious and economical for some years, could 
become new settlers and small proprietors of land, 
has given prodigious effect to that high money price 
of labour, which could not have taken place without 
foreign commerce; and together they occasioned 
yearly that extraordinary increase of exchangeable 
value, which has so distinguished the progress of the 
establishments in North America, compared with any 
others with which we are acquainted. 

Over almost all Europe a most unequal and 
vicious division of landed property was established 
during the feudal times. In some states the laws, 
which protected and perpetuated this division, have 
been greatly weakened, and by the aids of commerce 
and mjanufactures have been rendered comparatively 
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inefBcient. But in others these laws still remain in 
great force, and throw very great obstacles in the 
way of increasing wealth and population. A very 
large proprietor, surrounded by very poor peasants^ 
presents a distribution of property most unfavourable 
to effective demand. 

Adam Smith has well described the slack kind of 
cultivation which was likely to take place, and did 
in fact take place, among the great proprietors of the 
middle ages. But not only were they bad cultivators 
and improvers ; and for a time perhaps deficient in a 
proper taste for manufactured products ; yet, even if 
they had possessed these tastes in the degree found to 

Erevail at present, their inconsiderable numbers would 
ave prevented their demand from producing any im- 
portant mass of such wealth. We hear of great 
splendour among princes and nobles in every period 
of history. The difficulty was not so much to in- 
spire the rich with a love of finery, as to break down 
tneir immense properties, and to create a greater 
number of demanders who were able and willing to 
purchase the results of productive labour. This, it 
IS obvious, could only be effected verv gradually. 
That the increasing love of finery might have assisted 
considerably in accomplishing this object is highly 
probable ; but these tastes alone, unaccompanied by 
a better distribution of property, would have been 
quite inefficient. The possessor of numerous estates, 
after he had furnished his mansion or castle splendidly, 
and provided himself with handsome clothes and 
handsome carriages, would not change them all every 
two months, merely because he had the power of 
doing it. Instead of indulging in such useless and 
troublesome changes, he would be more likely to 
keep a number of servants and idle dependants, to 
take lower rents with a view of having a greater 
command over his tenants, and perhaps to sacrifice 
the produce of a considerable portion of his land in 
order to encourage more game, and to indulge, with 
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more effect and less interruption, in the pleasures of 
the chase. Thirty or forty proprietors, with incomes 
answering to between one thousand and five thousand 
a year, would create a much more effective demand 
for wheaten bread, good meat, and manufactured 
products, than a single proprietor possessing a hundred 
thousand a year. 

It is physically possible indeed for a nation, with a 
comparatively small body of very rich proprietors, 
and a large body of very poor workmen, to push 
both the produce of the land and manufactures to 
the greatest extent, that the resources and ingenuity 
of the country would admit. Perhaps under such a 
division of property the powers of production might 
be rendered the greatest possible ; but, in order to call 
them forth, we must suppose a passion among the 
rich for the consumption of manufactures, and the 
results of productive labour, much more excessive 
than has ever been witnessed in human society. And 
the consequence is, that no instance has ever been 
known of a country which has pushed its natural 
resources to a great extent, with a small proportion- 
ate body of persons of property, however rich and 
luxurious they might be. rractically it has always 
been found that the excessive wealth of the few is in 
no respect equivalent, with regard to effective demand, 
to the more moderate wealth of the many. A large 
body of manufacturers and merchants can only find a 
market for their commodities among a numerous 
class of consumers above the rank of mere workmen 
and labourers. And experience shews us that manu- 
facturing wealth is at once the consequence of a bet- 
ter distribution of property, and the cause of further 
improvements in such distribution, by the increase in 
the proportion of the middle classes of society, which 
the growth of manufacturing and mercantile capital 
cannot fail to create. 

But though it be true that the division of landed 
property, and the diflusion of manufacturing and 



334 ON THE IMMEDIATE CAUSES [CH. VIl. 

mercantile capital to a certain extent, are of the at- 
most importance to the increase of wealth ; jk it is 
equally true that, beyond a certain extent, they would 
impede the progress of wealth as much as they had 
before accelerated it. There is a certain elevation at 
which the projectile will go the farthest ; but if it be 
directed either higher or lower, it will fall short With 
comparatively small proportion of rich proprietors, 
who would prefer menial service and territorial influ- 
ence to an excessive quantity of manufactured and 
mercantile products, the power of supplying the 
results of productive labour would be much greater 
than the will to consume them, and the progress of 
wealth would be checked by the want of effective 
demand.* With an excessive proportion of smaJl 
proprietors both of land and capital, all great im- 
provements on the land, all great enterprizes in com- 
merce and manufactures, and all the wonders de- 
scribed by Adam Smith, as resulting from the division 
of labour, would be at an end ; and the progress of 
wealth would be checked by a failure in the powers 
of supply. 

It will be found, 1 believe, true that all the great 
results in political economy, respecting wealth, depend 
upon proportions ; and it is from overlooking this 
most important truth, that so many errors have 
prevailed in the prediction of consequences; that 
nations have sometimes been enriched when it was 
expected that they would be impoverished, and im- 
poverished when it was expected that they would be 
enriched ; and that such contradictory opmions have 
occasionally prevailed respecting the most effective 
encouragements to the increase of wealth. Bot 
there is no part of the whole subject, where the ef- 
ficacy of proportions in the production of wealth is 

• It ii perhaps just posRiHle lo conceive a pussion for menial pet^^* ***\^^ 3.^>, 
fltimolate landlords to cultivate land^ in Uie best way, b order to- wpport «»«£^ 
ctt quantity of nch atteadant*. Thut would be the samethinic ** ** f*^^ 
population adverted to in a Corner lectioii. Such • panioo, to il#e eitait **» "T" 
po>edf may be posribU ; but warcely any luppotitioo can l>e len j^robtWe. 
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SO Strikingly exemplified, as in the division of landed 
and other property ; and where it is so very obvious that 
a division to a certain extent must be beneficial, and 
beyond a certain extent prejudicial to the increase of 
wealth. 

On the effects of a great sub-division of property, 
a fearful experiment is now making in France. The 
law of succession in t^at country divides property of 
all kinds among all the children equally, without right 
of primogeniture or distinction of sex, and allows 
but a small portion of k to be disposed of by will. 

This law has not yet prevailed long enough to shew 
what its effects are likely to be on the national wealth 
and prosperity. If the state of property in France 
appears at present to be favourable to industry and 
demand, no inference can thence be drawn that it will 
be favourable in future. It is universally allowed 
that a division of property to a certain extent is 
extremely desirable ; and so many traces yet remain 
almost all over Europe of the vast landed possessions 
which have descended from the feudal times, that 
there are not many states in which such a law as that 
of France might not be of use, with a view to wealth, 
for a certain number of years. But if such a law 
were to continuejpermanently to reflate the descent 
of property in France ; if no modes of evading it 
should be invented, and if its effects should not be 
weakened by the operation of an extraordinary degree 
of prudence in marriage, which prudence such a law 
would certainly tend to discourage, there is every 
reason to believe that the country, at the end of a 
century, will be quite as remarkable for its extraor- 
dinary poverty and distress, as for its unusual equali- 
ty of property. The owners of the minute divisions 
of landed property will be, as they always are, pecu* 
liarly without resource, and must perish in great num- 
bers in every scarcity. Scarcely any wul be rich 
but those who receive salaries firom the govemmeot. 
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In this state of things, with little or none of the 
natural influence of property to check at once the 
power of the crown and the violence of the people, 
it is not possible to conceive that such a mixed gov- 
ernment as France has now established can be main* 
lained. Nor can I think that a state of things, in 
which there would be so much poverty, could be 
favourable to the existence and duration of a repub- 
lic. And when, in addition to this, we consider now 
extremely difficult it is, under any circumstances, to 
establish a well-constituted republic, and how dread- 
fully the chances are against its continuance, as the 
experience of all history shews ; it is rot too much 
to say, that no well-grounded hope could be enter- 
tained of the permanent prevalence of such a fonn of 
government. 

But the state of property above described would 
be the very soil for a military despotism. If the 
government did not adopt the Eastern mode of con- 
sidering itself as sole territorial proprietor, it might 
at least take a hint from the Economists, and declare 
itself co-proprietor with the landlords, and from this 
source, (which might still be a fertile one, though the 
landlords, on account of their numbers, mi^t be 
poor,) together with a few other taxes, the army might 
easily be made the richest part of the society ; and 
it . would then possess an overwhelming influence, 
which, in such a state of things, nothing could oppose* 
The despot might now and then be changed, as 
under the Roman emperors, by the Praetorian guards ; 
but the despotism would certamly rest upon very solid 
foundations. 

It is hardly necessary to enter into the question, 
whether the wealth of the British empire would be 
essentially increased by that division of lande^l pro- 
perty which would be occasioned by the abolition of 
the right of primogeniture, and the law of entails^ 
without any interference with testamentary disposi* 
tions. It is generally acknowledged that the coua* 
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try, in its actual state and under its actual laws, pre- 
sents a picture of greater wealth, especially when 
compared with its natural resources, tnan any large 
territorial state of modern times. By the natural 
extinction of some great families, and the natural 
imprudence of some others, hut, above all, by the 
extraordinary growth of manufactures and commerce, 
the immense landed properties which formerly pre- 
vailed all over the country have been in a great degree 
broken down, notwithstanding the right of primoge- 
niture. And the few which remain may perhaps be 
of usie in furnishing motives to the merchant and 
master-manufacturer, to continue the exercist; of their 
skill and powers till they have acquired large capitals, 
and are able to contend in wealth with the ^reat 
landlords, if from the abolition of the right of primo- 
geniture, the landed fortunes were all very inconside- 
rable, it is not probable that there would be many 
large capitals among merchants; and in this case, 
much productive power would unquestionably be lost 
But however this may be, it is certain that a very 
large body of what may be called the middle classes 
of society has been established in this country ; 
while the right of primogeniture, by forcing the 
younger sons of the nobility and great landed propri- 
etors mto the higher divisions of these classes, has, 
for all practical purposes, annihilated the distinctions 
founded on rank and birth, and opened the fairest 
arena for the contests of personal merit in all the 
avenues to wealth and honours. It is probable that 
the obligation generally imposed upon younger sons 
to be the founders of their own fortunes, has infused 
a greater degree of energy and activity into profes- 
sional and commercial exertions than would have 
taken place if property in land had been more equal- 
ly divided. Altogether, the country possesses a very 
large class of effective demanders, who derive thenr 
Dower of purchasing from the various professions, 
nrom commerce, from manufactures, from wholesale 
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and retail trade, from salaries of different kinds, and 
from the interest of public and private debts; and 
these demanders are likely, perhaps, to acquire tastes 
more favourable to the encouragement of wealth than 
the owners of small properties on the land. 

Under these circumstances, which, to the extent in 
which they prevail, it must be allowed are almost 
peculiar to this country, it might be rash to conclude 
that the nation would be richer if the right of primo- 
geniture were abolished. But even if we were able 
to determine the question in the affirmative, it would 
by no means determine the policy of such a change* 
In all cases of this kind there are higher considera- 
tions to be attended to than those which relate to 
mere wealth. 

It is an historical truth which cannot for a moment 
be disputed, that the first formation, and subse* 
quent preservation and improvement, of our pres^it 
constitution, and of the liberties and privileges which 
have so long distinguished Englishmen, are mainly 
due to a landed aristocracy. And we are certainly 
not yet warranted by any experience to conclude that 
without an aristocracy, which cannot certainly be 
supported in an effective state but by the law of pri- 
mogeniture, the constitution and liberties so establish- 
ed can be in future maintained. If then we set a 
value upon the British Constitution ; if we think that, 
whatever may be its theoretical imperfections, it has 
practically given a better government, and more 
liberty to a greater mass of people for a longer time 
than any which history records, it would be most 
unwise to venture upon any such change as would 
risk the whole structure, and throw us upon a wide 
sea of experiment, where the chances are so dread- 
fully against our attaining the object of our search. 

It is not perhaps easy to say to what extent the 
abolition of the Jaw of primogeniture and entails 
would divide the landed property of this country. If 
the power of testamentary bequest were left untouch' 
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edy it is possible that past habits might still keep 
many estates together for a time ; but the probabilities 
are, that by degrees a considerable subdivision of land 
would take place ; and if there were few estates of 
above a thousand a year, the mercantile classes would 
either be induced to moderate their exertions in the 
acquisition of wealth, from the absence of the motive 
of competition with the landlords, as I stated above ; 
or, if the merchants and manufacturers were still to 
acquire great wealth, excited either by a competition 
with each other or by political ambition, they would 
be the only persons who could possess great influence 
in the state ; and the government of the country 
would fall almost wholly into their hands. In neither 
case, probably, could our present constitution be main- 
tained. In the first, where the property of individuals 
would be so inconsiderable, and so equal, the tenden- 
cies would be either to democracy or military despo- 
tism, with the chances greatly in favour of the latter* 
And in the second case, whatever might be the form 
of government, the merchants and manufacturers 
would have the greatest influence in its councils ; and 
it is justly observed by Adam Smith, that the interests 
of these classes do not always prepare them to give 
the most salutary advice. 

Although therefore it be true that a better distribu- 
tion of landed property might exist than that which 
actually prevails in this country at present; and 
although it be also true, that to make it better, the 
distribution should be more equal ; yet it may by po 
means be wise to abolish the law of jprimogeniture, 
which would be likely to lead to a subdivision of land 
greater probably than would be favourable even to 
the wealth of the country ; and ^eater certainly than 
would be consistent with those higher interests, which 
relate to the protection of a people equally from the 
tjrranny of despotic rulers, and the fury of a despotic 
mob. 
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But, whatever conduct the wisdom and pdicj of a 
legislature m^^ dictate respecting the laws of succes- 
sion, the principle will stilt be true, that the divisioa 
of landed property is one of the great means of the 
distribution ot wealth, which tends to keep up ami 
increase its exchangeable value, and to encourage 
further production ; and that the distribution so occa- 
sioned will, as it extends, continue to produce a more 
favourable effect on wealth, till it meets its antago^ 
nist principle, and begins to interfere with the power 
of production. This will take place sooner or hteit 
according to circumstances, depending chiefly upon 
the activity of foreign and domestic comn>erce, and 
the mass of effective demanders besides the landlords. 
If the demand be great, independently of the land, a 
slight diminution in the power of production may 
torn the scale ; and any change which is unfavourable 
to accumulation, enterprize, and the division of labour, 
will be unfavourable to the progress of wealth. Bat 
if the country be ill situated ior foreign commerce, 
and its tastes, habits, and internal conununications be 
Such as not to encourage an active home trade, nodi- 
ing can occasion an s^equate demand for pTodacOf 
but an easy subdivision of landed property ; and with- 
out such a subdivision, a country with great natural 
resources might slumber for ages with an uncultivated 
soil, and a scanty yet starving population* 



SECTION VIH. 

Of the Distribution occasioned by Commerc^^ iniemal and 
extemali considered as the Means of increasing the «*• 
' changeable Value of Produce, 

The second main cause favourable to that idcrease 
of exchangeable value, which depends upon disti;ibu- 
tion, is internal and external commerce. 
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Every exchange which takes place in a country, 
effects a distribution of its produce better adapted to 
the wants of the society. It is with regard to both 
parties concerned, an exchange of what is wanted less 
for what is wanted more, and must therefore raise the 
value of both the products. If two districts, one of 
which possessed a rich copper mine, and the other a 
rich tin mine, had always been separated bv an im- 
passable river or mountain, there can be no doubt that 
on the opening of a communication, a greater demand 
would take place, and a greater price be given both 
for tin and copper ; and this greater price of both 
metals, though it might only be temporary, would 
alone go a great way towards furnishing the addition- 
al capital wanted to supply the additional demand ; 
and tne capitals of both districts, and the products of 
both mines, would be increased both in quantity and 
value to a degree which could not have taken place 
without this new distribution of the produce, or some 
event equivalent to it 

The Economists, in their endeavours to prove the 
unproductive nature of trade, always insisted that the 
effect of it was merely to equalize prices, which were 
in some places too high and in others too low, but in 
their amount the same as they would be after the 
exchange had taken place. This position must be 
considered as unfounded, and capable of being contra- 
dicted by incontrovertible facts. The increase of 
price at first, from the extension of the market, is 
unquestionable. And when to this we add the effect 
occasioned by the demand for further produce, and 
the means thus afforded of rapid accumulation for the 
supply of this demand, it is impossible to doubt for a 
moment the direct tendency ot all internal trade to 
increase the value of the national produce. 

If indeed it did not tend to increase the value of the 
natimial produce, it would not be carried on. It is 
out of this increase that the merchants concerned are 
paid ; and if some Loqdon gpodsare not more valued 
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in Glasgow than in London, and some Glasgow goods 
more valued in London than in Glasgow, the mer* 
chants who exchange the articles in which these towns 
trade, would neither be doing themselves any good, 
nor any one else. It is a mere futile process to ex- 
change one set of commodities for another, if the par- 
ties, after this new distribution of goods has taken 
place, are not better off than they were before. The 
giving one article for another has nothing to do with 
effectual demand, unless the commodity received so 
far exceeds in value the labour employed on the com- 
modity parted with, as to yield adequate profits to the 
csqtitalists concern^, and to give them both the pow- 
er and the will to set fresh lalx)ur to work in the same 
trade. 

It has been said that the industry of a country is 
measured by the extent of its capital, and that the 
manner in which this capital is employed, though it 
may make some difference to the enjoyment of the 
inhabitants, makes very little in the valt^ of the 
national revenue. This would be true on one suppo- 
sition, and on one supposition only ; namely, that the 
inhabitants could be persuaded to estimate their con- 
fined productions just as highly, to be as eager to 
obtain and consume them, and as willing to work 
hard for them, and to make great sacrifices for them, 
as for the commodities which they obtain from a 
distance. But are we at liberty to make such a sup- 
position ? It is specifically to overcome the want of 
eagerness to purchase domestic commodities that the 
merchant exchanges them for others more in request 
Could we but so alter the wants and tastes of the peo- 
ple of Glasgow as to make them estimate as hi^biy 
the profusion of cotton goods which they produce, as 
any articles which they could receive in return for them 
under a prosperous trade, we should hear no more of 
their distresses. It may be allowed that the quantitf 
of productive industry maintained in a country is n^- 
ly proportioned to the quantity of capital, employ^ ! 
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but the value of the revenue will be greater or less 
according to the market prices of the commodities pro- 
duced. These market prices must obviously depend 
upon the interchange of goods ; and consequently the 
value of the revenue, and the power and will to 
increase it, must depend upon that distribution of com- 
modities which best adapts them to the wants and 
tastes of the society. 

The whole produce of a nation may be said to have 
a market price in money and labour. When this 
market price is high, that is, when the prices of com- 
modities rise so as to command a greater excess of 
labour above what they had cost in production than 
before, while the same capital and number of people 
had been employed upon them, it is evident that more 
fresh labour will be set in motion every year, and the 
increase of wealth will be certain and rapid. On the 
other hand, when the market prices of commodities 
are such as to be able to command very little more 
labour than the production of them has cost, it is as 
evident that the national wealth will proceed very 
slowly, or perhaps be quite stationary. 

In the distribution of commodities, the circulating 
medium of every country bears a most important part ; 
and, as I intimated before in a note, we are much more 
likely to obscure our reasonings than to render them 
clearer, by throwing it out of our consideration. It 
is not easy indeed, without reference to a circulating 
medium, to ascertain whether the commodities of a 
country are so distributed as to give them their proper 
value. 

It may be said, perhaps, that if the funds for the 
maintenance of labour are at any time in unusual 
abundance, it may fairly be presumed that they will 
be able to command a more than usual quantity of 
labour. But they certainly will not be able to com- 
mand more labour, nor even so much, if the distribu- 
tion of them be defective ; and in a country which has 
a circulating medium, the specific proof of the djs- 
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tributioQ being defet^tive is, liiat the whole produce 
does not exchange for so large an amount of circulat* 
ing medium as before, and that consequently the pro- 
ducers have been obliged to sell at a great diminutioii 
of money profits, or a positive money loss. 

From the harvest of 1815 to the harvest of 1816, 
there cannot be a doubt that the funds for the mainte- 
nance of labour in this country were unusually abun- 
dant. Corn was particularly plentiful, and no other 
necessaries were deficient ; yet it is an acknowledged 
fact, that great numbers were thrown out of employ- 
ment, parUy from the want of power, and partly 
from the want of will to employ the same quantity of 
labour as before. How is this fact to be accounted 
for ? As I have said before, it would not be easy to 
account for it without referring to a circulating medi- 
um ; because, without such reference, the prmf of a 
defective distribution would be extremely difficult* 
But the moment we refer to a circulating medium, 
the theory of the fact observed becomes perfectly 
clear. It is acknowledged that there was a fall in 
the money value of the raw produce, to the amount 
of nearly one third. But if the farmer sold hb 
produce for only two thirds of the price at which he 
nad before sold it, it is evident that he would be 
quite unable to command the same quantity of labour, 
and to employ the same quantity of capital on his 
farm as he did the year before. And when after- 
wards a great fall of money price took place in all 
manufactured products, occasioned in a considerable 
degree by this previous fall of raw produce, it is 
as evident that the manufacturers would be unable to 
command the labour of the same number of workmen 
as before. In the midst of the plenty of necessaries, 
these two unportant classes of society would really 
have their power of employing labour diminished^ 
while all those who possessed fixed incomes would 
have their power of employing labour increased^ with 
very little chance of an increase of will tA extend 
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their demand in proportion; and the general result 
would resemble the effects of that partial distribution 
of products which would arise from the interruption 
of accustomed communications. The same, or a 
greater quantity of commodities might be produced for 
a^hort time ; but the distribution not being such as to 
proportion the supply in each quarter tothe demand, the 
whole would fall in exchangeable value, and a very de- 
cided check to production would be experienced in 
reference to the whole country. It follows, that the 
labouring classes of society may be thrown out of 
work in the midst of an abundance of necessaries, 
if these necessaries are not in the hands of those who 
are at the same time both able and willing to employ 
an adequate quantity of labour. 

It is of no use therefore to make suppositions about 
a great increase of produce, and, rejecting all refer- 
ence to a circulating medium, to conclude that this 
great increase will be properly distributed and effec- 
tively consumed. It is a conclusion which we have 
no right whatever to make. We know, both from 
theory and experience, that if the whole produce 
falls m money value, the distribution must be such as 
to discourage production. As long as this fall in the 
money price of produce continues to diminish the 
power of commanding domestic and foreign labour, a 
great discouragement to production must obviously 
continue ; and if, after labour has adjusted itself to 
the new level of prices, the permanent distribution 
of the produce and the permanent tastes and habits of 
the people should not be favourable to an adequate 
degree of consumption, the clearest principles of po- 
litical economy shew that the profits of stock might 
be lower for any length of time than the state of the 
land rendered necessary ; and that the check to pro- 
duction might be as permanent as the faulty distri- 
bution of the produce and the unfavourable tastes and 
habits which had occasioned it. 

44 
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It is Scarcely possible for any essential change to 
take place in the value of the circulating medium of 
a country without occasioning an aheration in the 
distribution of its produce. The imprudent use of 
paper money must be allowed to be the principal 
cause of these changes. But even without a paper 
currency, or with one always maintaining the same 
value as bullion, every country is liable to changes in 
the value of its produce, compared with its money ; 
and as such changes must have a great effect on the 
distribution of produce, partly temporary, and partly 
permanent, a determination to reason on these sub- 
jects, without taking into account the effects of so 
powerful an agent, would be purposely to shut oor 
eyes to the truth. Referring therefore ultimately to 
the command over labour, domestic and foreign, as 
the best practical measure of the value of the whole 
produce, it will be useful to refer previously to its 
bullion value, in order to ascertain whether the dis- 
tribution of the produce is such as to enable it to 
command labour in some proportion to the increase 
of its quantity. If the bullion value of a country's 
products so increases as to command yearly an in- 
creased quantity of domestic and foreign labour, we 
may feel pretty well assured that it is proceeding 
without check in wealth and prosperity. But, if 
there is merely an increase of commodities, it is im- 
possible to say, without further inquiry, that they 
may not be so distributed as to retard, instead of 
promote, the progress of national wealth. 

It hs^ been fully stated and allowed, that a period 
of stagnation must finally , arrive in every country 
from the difficulty of procuring subsistence. But an 
indisposition to consume in large quantities the goods 
produced at home, and a want of the means of ad- 
vantageous barter may occasion, and has often occa- 
sioned, a similar stagnation at a very early period of 
a nation'^ progress. No country with a very con- 
fined market, mtemal as well as external, has ever 
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been able to accamulate a large capital, because siich 
a market prevents the formation of those wants and 
tastes, and that desire to consume, which are abso^ 
lutely necessary to keep up the market prices of com- 
modities, and to occasion an increasing demand for 
them, and for the capital which is to produce them. 
The distribution of commodities occasioned by inter- 
nal trade is the first step towards any considerable 
increase of wealth and capital ; and if no exchanges 
could have taken place in this country, at a greater 
distance than five miles, it is probable that not a fifth 
part of our present capital could have been employed 
before the effective encouragement to accumulation 
and the further progress of wealth had ceased. 

The motives which urge individuals to engage in 
forei^ commerce are precisely the same as diose 
which lead to the interchange of goods between the 
more distant parts of the same country, namely, an 
increase in the market price of the local products ; 
and the increase of profits thus made by the indivi- 
dual, or the prevention of that fall of profits which 
would have taken place if the capital had been em- 
ployed at home, must be considered as a proportionate 
mcrease in the value of the national proauce. 

Mr. Ricardo begins his Chapter on Foreign Trade 
by stating that " No extension of foreign trade will 
immediately increase the amount of value in a coun- 
try although it will very powerfully contribute to 
increase th^ mass of commodities and therefore tht 
sum of eojoyments." This statement is quite consist- 
ent with his peculiar view of value, as, depending 
solely upon the labour which a commodity has cost. 
However abundant may be the returns of the mer- 
chant, or however greatly they may exceed his exports 
in value according to the common acceptation of th« 
term, it is certain that the labour employed in procur- 
iag these exports will at first remain the same. But, 
as it is so glaring and undeniable a fact that the 
returns from an unusually favourable trade will 
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exchange for an unusual quantity of money, laboar 
and domestic commodities ; as this increased power 
of commanding money, labour and commodities is in 
reality what is meant by the merchant when be talks 
of the extension of the foreign market and a favour- 
able trade, it appears to me that such a state of things 
which may, and often does last a suflScient time to 
produce the most important results, is alone, and at 
once, a decisive proof that the view of exchangeable 
value, which makes it depend exclusively upon the 
cost of production, is essentially incorrect, and utter- 
ly useless in solving the great phenomena which attend 
the progress of wealth. 

Mr. Ricardo seems to think that value cannot 
increase in one department of produce without dimi- 
nishing it in some other.* This again may be true 
accordmg to his view of value, but is utterly unfound- 
ed according to that more enlarged view ol exchange- 
able value which is established and confirmed bj 
experience. If any foreign power were to send to a 
particular merchant commodities of a new description 
which would sell in the London market for fifty thou- 
sand pounds, the wealth of such merchant would be 
increased to that extent ; and who, I would ask, would 
be the poorer for it ? It is no doubt true that the 

!)urchasers of these commodities may be obliged to 
brego the use of some of the articles which they 
had before been in the habit of buying,t and so far 
in some quarters may diminish demand ; but, to coun- 
terbalance this diminution, the enriched merchant will 
become a purchaser of additional goods to the amount 
perhaps ot the whole fifty thousand pounds, and thus 

• It appears to me that if the two first senti^iicet in Mr. Ricardo's Cbapfer » 
Foreifo Trade were well founded, there would be no luch ioterconne betweeo 
nations. 

t This, however, will not oecentarily happen. The greater tcmptatiiM offered to 
eolimmptfon may induce tome penons to ipeod what they otherwi»e^would m«* 
aared, and in onanv catet the wealth of the country, instead of tufiHilSi ^ ?" 
chamee, will Kaio by it. The increased oonsumptiun, an rar a? it eoef, wiU oceauM 
an increaKe of market prices and proBls. The increase of proflts will soon restore w 
eapiul which for a short time bad been diTOited from its destined oflce; and tie 
country will be left with habits of greater coosoopUoo, and at the sune time wiia 
proportMoatc amoi of iuppjyiqi tim. 
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prevent any general fall in the value of the native 
produce consumed in the country, while the value of 
the foreign produce so consumed has increased to the 
amount of the whole of the new produce imported. 
I see no difference between a present from abroad, 
and the unusual profits of a new foreign trade, in 
their effects upon the wealth of a state. They are 
equally calculated to increase the wealth of the com- 
munity, by an increase both of the quantity and value 
of the produce obtained. 

It will be said perhaps that, neither the people nor 
the money of the country having been by supposition 
increased, the value of the whole produce estimated 
in labour or money cannot be increased. 

With regard to labour I would observe that, when 
I speak of the value of the whole produce of a coun- 
try being able to command more labour than before, 
I do not mean to refer specifically to a greater number 
of labourers, but to say that it could either purchase 
more at the old price, or pay the actual labourers 
higher ; and such a state of things, with a population 
which cannot immediately be increased, always occa- 
sions that demand for labour, which so powerfully 
encourages the exertions of those who were before 
perhaps only half paid and half employed ; and is at 
once the surest sign and most effective stimulus of 
increasing wealth. It is the natural consequence of 
the value of the produce estimated in labour increas- 
ing faster than the population, and forms the true and 
healthy encouragement to the further increase of num- 
bers. 

With regard to money, this most useful measure of 
value would perform its functions very indifferently, 
if it could in no respect accommodate itself to cases of 
this kind ; and if the importation of a valuable com- 
modity always proportionably reduced the price of 
the ouier parts of tne national produce. But this is 
far from being the case, even if we do not suppose 
any fresh importation of the precious metals. The 
occurrence oi such an event is precisely the period, 
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when a greater velocity is given to the circulation of 
the money actually in use, and when fresh paper may 
be issuea without a fall in the rate of foreign 
e:Kchaiiges, or a rise in the price of bullion and of 
goods. One or other, or both of these resources 
will be applied, except in the nuist barbarous countries ; 
and though undoubtedly, in the case of the impofftatkm 
of foreign commodities which come directly into 
competition with domestic goods, sucJb goods virill 
fall in price, and the producers of them be for a time 
rendered poorer, yet it will very rarely indeed happen 
that other goods not afifected by such competitiao 
will fall in money value ; and altogether no mil will 
take place in particular commodities sufficient to 
prevent a rise in the money price of the whole pro- 
duee. 

It may naturally be expected however that more 
money will be imported ; and, in fact, a successftil 
extension of foreign trade is exactly that state of 
things which most directly leads to the importation of 
bullion. For what is it that the merchant exporter 
specifically considers as a successful extension ot 
foreign commerce in dealing with civilized nations? 
Undoubtedly the power of selling his exports abroad 
for a greater value than usiml, estimated in bullion ; 
»d of coorse, if the goods which he would import 
in return ynll not sell at home so much higher as to 
warrant their importation, a part or the wh^e of ^e 
returns will be imported in money. But if only such 
an amount be imported as shall bear the same pro- 
portion to the returns in goods as the whole of the 
currency of the country does to the whole of its pro- 
duce, it is obvious that no difficulty whatever can 
occur in the circulation of the commodities of the 
country at their former prices, with the single excep- 
tion of those articles with which the foreign goods 
might directly enter into competition, whidi in this 
case would never be sufficient to prevent a general in- 
orease of value in the whole prodiK^e. 
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I distinctly therefore differ from Mr. Ricardo m 
the conclusion implied in tlie following; passage. ^^ In 
all cases the demand for foreign and home commodi- 
ties together, as far as regands value, is limited bj 
the revenue and capital ot the country. If one in^ 
creases, the other must diminish."* It appears to me 
that in almost every case of successful foreign trade, 
ft is a matter of unquestionable fact that the demand 
for foreign and home commodities taken together de- 
cidedly increases ; and that the increase in the value 
of foreign produce does not occasion a proportionate 
diminution in the value of home produce. 

I would still however allow that the demand for 
foreign and home commodities together, as ikr as re- 
gards value, is limited by the revenue and capital of 
the country; but, according to my view of the 
subject, the national revenue, which consists of the 
sum of rents, profits, and wages, is at once decidedly 
increased by the increased profits of the foreign mer- 
chant, without a proportionate diminution of revenue 
in any other quarter ; whereas Mr. Ricardo is evident* 
Ij^ of opinion that, though the abundance of commo- 
dities is increased, the revenue of the country, as 
far as regards value, remains the same; and it is 
because I object rather to the conclusion intended to 
be conveyed, than to the actual terms of the passage 
quoted, that I have used the word implied rather 
than exjaressed. 

It wUl readily be allowed that an increase in the 
quantity of commodities is one of the most desirable 
effects of foreign commerce ; but I wish particularly 
to press on the attention of the reader that in almost 
all cases, another most important effect accompnies 
it, expressly rejected by Mr. Ricardo, namely, an 
increase in the amount of exchangeable value. " And 
that this latter effect is so necessary, in order to 
create a continued stimulus to productive industry, 

• Prtoc of PoUt Ecoo. c. yU. p. 138. 3d edit 
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and keep up an abundant supply of commodities, that 
in the few cases in which it does not take place, a 
stagnation in the demand for labour is inmiediately 
perceptible, and the progress of wealth is checked 
An extension of foreign commerce, according to the 
view which Mr, Ricardo takes of it, would, in my 
opinion, place us frequently in the situation in which 
this country was in the early part of 1816, when a 
sudden abundance and cheapness of corn and other 
commodities, from a great supply meeting a deficieDt 
demand, so diminished the value of the income of 
the country, that it could no longer command the 
same quantity of labour at the same price ; the coo- 
sequence of which was that, in the midst of plenty, 
thousands upon thousands were thrown out of em- 
ployment — a most painful but almost unavoidable 
preliminary to a fall in the money wages of labour, 
which it is obvious could alone enable tne general in- 
come of the country to employ the same number of 
labourers as before, and, after a period of severe 
check to the increase of wealth, to recommence a 
progressive movement. 

Mr. Ricardo always seems to think that it is quite 
the same to the labourer, whether he is able to com- 
mand more of the necessaries of life by a rise in the 
money price of labour, or by a fall in the money 
price of provisions ; but these two events, though np- 
parently similar in their effects, may be, and m 
general are, most essentially different. An increase 
in the wages of labour, both nominal and real, inva- 
riably implies such a distribution of the actual wealth 
as to give it an increasing value, to ensure Ml em- 
ployment to all the labouring classes, and to create a 
demand for further produce, and for the capital which 
is to obtain it. In short, it is the infallible sign of 
health and prosperity. Whereas a general fall in the 
money price of necessaries often arises from so de- 
fective a distribution of the produce of the country, 
that the general amount of its value cannot be kept 
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up ; in which case, under the most favourable circum- 
stances, a temporary period of want of employment 
and distress is unavoidable ; and in many cases, as 
may be too frequently observed in surveying the dif- 
ferent countries of the globe, this fall in the money 
price of necessaries is the accompaniment of a per- 
manent want of employment, and the most abject 
poverty, in consequence of retrograde and permanent- 
ly diminished wealth. 

The reader will be fully aware that a great fall in 
the price of particular commodities, either from im- 
proved machinery or foreign commerce, is perfectly 
compatible with a continued and great increase, not 
only in the exchangeable value of the whole produce 
of the country, but even in the exchangeable value 
of the whole produce of these particular articles 
themselves. It has been repeatedly stated that the 
whole value of the cottons produced in this country 
has been prodigiously increased, notwithstanding the 
great fall in their pnce. The same may be said of 
the teas, although when they were first imported, the 
price per pound was greatly higher than at present ; 
and there can be little doubt, that if we were to at- 
tempt to make our wines by means of hot-houses, 
they would altogether be worth much less money, and 
would give encouragement to much less industry than 
at present. 

Even when the commodity is of such a nature as 
not to admit of an extension of the market for it from 
reduced price, which very rarely happens, yet the 
capital and labour, which in this case will be 
thrown out of employment, will generally, in enter- 
prising and commercial countries, find other channels 
into which they may be directed, with such profit, 
as to keep up, and often more than keep up, the 
value of the national income. At the same time 
It should be observed, and it is a point of great 
importance, that it is precisely among cases qf this 
description, where the few exceptions occur to the 
general and powerful tendency of foreign commerce, 
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to raise the value of the national income ; and when- 
ever these exceptions do take place, that is, whenever 
the value of the national income is diminished, esti- 
mated even in money, a temporary distress from a 
defective distribution of the produce cannot fail to 
take place. If this diminished value be estimated in 
labour, the distress among the labouring classes, and 
check to the progress of wealth, will continue as lon^ 
as the diminished value so estimated lasts : and if it 
could be proved that, under particular circumstances, 
any species of foreign trade tended permanently to 
diminish the power of the national produce in the 
command of domestic and foreign labour, such trade 
would certamly have the effect of checking perma- 
nently the progress of wealth and population. 

The causes of an increase in the effective demand 
for particular commodities are of very easy explana- 
tion ; but it has been considered, and with reason, as 
not very easy to explain the cause of that general 
briskness of demand which is sometimes so very 
sensibly felt throughout a whole country, and is so 
strikingly contrasted with the feeling which gives 
rise to the expression, of trade being universally veij 
dead. As the specific and immediate cause of this 
general increase of effective demand, I should deci- 
dedly point to such a distribution of the produce, and 
such an adaptation of it to the wants and tastes of 
the society as will give the money price for which it 
sells an increased command of domestic and foreign 
labour ; and I am inclined to think that, if this test be 
applied to all the striking cases that have occurred, it 
will rarely or never be round to fail. 

It cannot for a moment be doubted, for instance, 
that the annual increase of the produce of the United 
States of America, estimated either in bullion or in 
domestic and foreign labour, has been greater than that 
of any country we are acquainted with, and that this 
has been greatly owing to their foreign commerce, 
which, notwithstanding their facility of production. 
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has given a value to their corn and raw produce 
equafto what they bear in many of the countries of 
Europe, and has consequently given to them a power 
in commanding the produce and labour of other coun- 
tries quite extraordinary, when compared with the 
quantity of labour which they have employed. It 
can as little be doubted that in this country, from 
1793 to 1814, the whole exchangeable value of the 
produce^ estimated either in domestic and foreign 
labour, or in bullion, was greatly augmented every 
year. In this increase of value, as well as riches, the 
extension of our foreign commerce has been consid- 
ered, almost without a dissentient opinion, as a most 
powerful agent ; and certainly till 1815, no appearan- 
ces seemed to indicate, that the increasing value of 
our imports had the slightest tendency to diminish 
the value of our domestic produce. Thej^ both 
increased, and increased greatly, together, estimated 
either in bullion or labour. 

But while in every country to which it seems pos- 
sible to refer, an increase of value will be found to 
accompany increasing prosperity and riches, I am 
inclined to think that no single instance can be pro- 
duced of a country engaged in a successful commerce, 
and exhibiting an increasing plenty of commodities, 
where the v£uue of the whole produce estimated in 
domestic and foreign labour was retrograde or even 
stationary. And of the two ways in which capital 
may be accumulated, as stated by Mr. Ricardo in his 
chapter on Foreign Commerce, namely an increase 
of revenue from increased profits, or a diminished 
expenditure, arising from cheap commodities,"* I 
believe the latter never has been, nor ever will be, 
experienced as an effective stimulus to the permanent 
and continued production of increasing wealth. 

Mr. Ricardo will perhaps say, and sav truly, that 
according to his own view of value, mreign com^ 

• Prioc. of Pol. Ecoo. cb. vii. p..l39. 2d edit 
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merce will increase it, as soon as more labour has 
been employed in the production of all the commodi- 
ties taken together, which the country obtains ; and 
that the plenty produced by foreign trade will natu- 
rally encourage this employment But what I wish 
specifically to state is, that the natural tendency of 
foreign trade, as of all sorts of exchanges by which a 
distribution is effected better suited to the wants of 
society, is immediately to increase the value of that 
part of the national revenue which consists of profits, 
without any proportionate diminution elsewhere, and 
that it is precisely this immediate increase of national 
income arising from the exchange of what is of less 
value in the country, for what is of more value, that 
furnishes both the power and will to employ more 
labour, and occasions the animated demand for labour, 
produce and capital, which is a striking and almost 
universal accompaniment of successful foreign com- 
merce ; whereas, a mere abundance of commodities 
falling very greatly in value compared with labour, 
would obviously at first diminish the power of 
employing the same number of workmen, and a 
temporary ^lut and general deficiency of demand 
could not fail to ensue in labour, in produce, and in 
capital, attended with the usual distress which a glut 
must occasion. 

Mr. Ricardo always views foreign trade in the light 
of means of obtaining cheaper commodities. But 
this is only looking to one halt of its advantages, and I 
am strongly disposed to think, not the larger half. In 
our own commerce at least, this part of the trade is 
comparatively inconsiderable. The great mass of 
our imports consists of articles as to which there can 
be no kind of question about their comparative cheap- 
ness, as raised abroad or at home. It we could not 
import from foreign countries our silk, cotton and 
incligo, our tea, sugar, coffee and tobacco, our port, 
sherry, claret and champagne, our almonds, raisins, 
oranges, and lemons, our various spices and our 
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various drugs, with many other articles peculiar to. 
foreign climates, it is quite certain that we should not 
have them at all. To estimate the advantage derived 
from their importation by their cheapness, compared 
with the quantity of labour and capital which they 
would have cost, if we had attempted to raise them at 
home, would be perfectly preposterous. In reality, 
DO such attempt would have been thought of. If \ve 
could by possibility have made fine claret at ten pounds 
a bottle, few or none would have drunk it ; and the 
actual quantity of labour and capital employed in 
obtaining these foreign commodities, is at present 
beyond comparison greater, than it would have been 
if we had not im[>orted them. 

We must evidently therefore estimate the advan- 
tage which we derive from such a trade upon a very 
different principle. This is the simple and obvious 
one often adverted to as the foundation of every act 
of barter, whether foreign or domestic, namely, the 
increased value which results from exchanging what 
is wanted less for what is wanted more. After we 
had, by our exports of home commodities, obtained in 
return all the foreign articles above-mentioned, we 
might be very much puzzled to say whether we had 
increased or decreased the quantity of our commodi- 
ties, but we should feel quite certain that the new dis- 
tribution of produce which had taken place, by giving 
us commodities much better suited to our wants and 
tastes than those which had been sent away, had decid- 
edly increased the exchangeable value of our posses- 
sions, our means of enjoyment, and our wealth. 

Taking therefore a very different view of the effects 
of foreign commerce on exchangeable value from Mr. 
Ricardo, I should bring forwards the extension of 
markets as being, in its general tendency, pre-emi- 
nently favourable to that increase of value and wealth 
which arises from distribution. 
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SECTION IX. 

Of the Distribution occasioned by wiproductivt Consuming 
considered as the Means of increasing the exchangeable 
Value of the whole Produce* 

The third main cause which tends to keep up and 
increase the value of produce by favouring its distribu- 
tion, is the employment of unproductive labour, or the 
maintenance of an adequate proportion of unproduc- 
tive consumers. 

It has been already shewn that, under a rapid accu- 
mulation of capital, or, more properly speaking, a 
rapid conversion of unproductive into productive 
labour, the demand, compared with the supply of 
material products, ,would prematurely fail, and the 
motive to further accumulation be checked, before it 
was checked by the exhaustion of the land. It fol- 
lows that, without supposing the productive classes to 
consume much more than thev are found to do by 
experience, particularly when they are rapidly saving 
from revenue to add to their capitals, it is absolutely 
necessary that a country with great powers of produc- 
tion should possess a body of unproductive consu- 
mers. 

In the fertility of the soil, in the powers of man to 
apply machinery as a substitute for labour, and in the 
motives to exertion under a system of private proper- 
ty, the great laws of nature have provided for the 
leisure of a certain portion of society ; and if this 
beneficent offer be not accepted by an adequate num- 
ber of individuals, not only will a positive good, which 
might have been so attained, be lost, but the rest of 
the society, so far from being benefited by such self- 
denial, will be decidedly injured by it. 

What the proportion is between the productive and 
unproductive classes of a society, which affords the 
greatest encouragement to the continued increase of 
wealth, it has before been said that the resources of 
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political economy are unequal to determine. It must 
depend upon a great variety of circumstances, par- 
ticularly upon fertility of soil and the progress of inven- 
tion in machinery. A fertile soil and an ingenious 
people can not only support a considerable proportion 
of unproductive consumers without injury, but may 
absolutely require such a body of demanders, in order 
to give effect to their powers of poduction. While^ 
with a poor soil and a people of little ingenuity, an 
attempt to support such a body would throw land out 
of cultivation, and lead infallibly to impoverishment 
and ruin. 

Another cause, which makes it impossible to say 
what proportion of the unproductive to the produc- 
tive classes- is most favourable to the increase of 
wealth, is the difference in the degrees of consump- 
tion which may prevail among the producers them- 
selves. 

Perhaps it will be said that there can be no occa- 
sion for unproductive consumers, if a consumption 
sufficient to keep up the value of the produce takes 
place among those who are engaged in production. 

With regard to the capitalists who are so engaged, 
they have certainly the power of consuming Aeir 
profits, or the revenue which they make by the em- 
ployment of their capitals ; and if they were to con- 
sume it, with the exception of what could be bene- 
ficially added to their capitals, so as to provide in the 
best way both for an increased production and increas- 
ed consumption, there might be little occasion for un- 
productive consumers. But such consumption is not 
consistent with the actual habits of the generality 
of capitalists. The great object of their lives is to 
save a fortune, both because it is their duty to make 
a provision for their families, and because they can- 
not spend an income with so much comfort to them- 
selves, while they are obliged perhaps to attend a 
counting-house for seven or eight hours a day. 
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It has been laid down as a sort of axiom among 
some writers, that the wants of mankind may be con- 
sidered as at all times commensurate with their 
powers ; but this position is not always true, even in 
tho^^e cases where a fortune comes without trouble ; 
and in reference to the great mass of capitalists, it is 
completely contradicted by experience. Almost all 
merchants and manufacturers save, in prosperous 
times, much more rapidly than it would be possible 
for the national capital to increase, so as to keep up 
the value of the produce. But if this be true of them 
as a body, taken one with another, it is quite obvious 
that, with their actual habits, they could not afford 
an adequate market to each other by exchanging their 
several products. 

There must therefore be a considerable class of 
other consumers, or the mercantile classes could not 
continue extending their concerns, and realizing their 
profits. In this class the landlords no doubt stand 
pre-eminent ; but if the powers of production among 
capitalists are considerable, the consumption of the 
landlords, in addition to that of the capitalists them- 
selves and of their workmen, may still be insufficient 
to keep up and increase the exchangeable value of 
the whole produce, that is, to make the increase of 
quantity more than counterbalance the fall of price. 
And if this be so, the capitalists cannot continue the 
same, habits of saving. They must either consume 
more^ or produce less ; and when the mere pleasure 
of present expenditure, without the accompaniments 
of an improved local situation and an advance in 
rank, is put in opposition to the continued labour of 
attending to business during the greatest part of the 
day, the probability is that a considerable body of 
them will be induced to prefer the latter alternative, 
and produce less. But if, in order to balance the 
demand and supply, a permanent diminution of pro- 
duction takes place, rather than an increase of con- 
sumption, the whole of the national wealth, which 
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consists of what is produced and consumed, and not 
of the excess of produce above consumption, will be 
decidedly diminished. 

Mr. Fficardo frequently speaks, as if saving were an 
end instead of a. means, i et even with regard to in-* 
dividuals, where this view of the subject is nearest 
the truth, it must be allowed that the final object in 
saving is expenditure and enjoyment. But, in refer- 
ence to national wealth, it can never be considered 
either immediately or permanently in any other light 
than as a means. It may be true that, by tne cheapness 
of commodities, and the consequent saving of expen- 
diture in consumption, the same surplus of produce 
above consumption may be obtained, as by a great 
rise of profits with an undiminished consumption; 
and, if saving were an end, the same end would be 
accomplished. But saving is the means of furnishing 
an increasing supply for the increasing national wants. 
If however commodities are already so plentiful that 
an adequate portion of them is not consumed, the 
capital so saved, the office of which is still further 
to increase the plenty of commodities, and still further 
to lower already low profits, can be comparatively of 
little use. On the other hand, if profits are high, it 
is a sure sign that commodities are scarce, compared 
with the demand for them, that the wants of the so- 
ciety are clamorous for a supply, and that an increase 
in the means of production, by saving a considerable 
part of the new revenue created by the high profits, 
and adding it to capital, will be specifically and per- 
manently beneficial- 
National saving, therefore, considered as the means 
of increased pro<iuction, is confined within much 
narrower limits than individual saving. While some 
individuals continue to spend, other individuals may 
continue to save to a very great extent; but the 
national saving, or the balance of produce above con- 
sumption, in reference to the whole mass of pro- 
ducers and consumeris, must necessarily be limitea by 
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the amount which can be advantageously employed in 
supplying the demand for produce ; and to create this 
demand, there must be an adequate consumption 
either among the producers themselves, or other 
classes of consumers. 

Adam Smith has observed " that the desire of food 
is limited in every man by the narrow capacity of the 
human stomach ; but the desire of the conveniences 
and ornaments of building, dress, equipage, and 
household furniture, seems to have no limit or certain 
boundary." That it has no certain boundary is un- 
questionably true ; that it has no limit must be allow- 
ed to be too strong an expression, when we consider 
how it will be practically limited by the countervail- 
ing luxury of indolence, or bj the general desire of 
mankind to better their condition, and make a pro- 
vision for a family; a principle which, as Adam 
Smith himself states, is on the whole stronger than 
the principle which prompts to expense.* But 
surely it is a glaring misapplication of this statement 
in any sense m which it can be reasonably under- 
stood, jto say, that there is no limit to the saving and 
employment of capital except the diiSculty of pro- 
cunn^ food, it is to found a doctrine upon the 
unlimited desire of mankind to consume ; then to 
suppose this desire limited in order to save capital, 
and thus completely alter the premises ; and yet still 
to maintain that the doctrine is true. Let a sufficient 
consumption always take place, whether by the pro- 
ducers or others, to keep up and increase most enec- 
tually the exchangeable value of the whole produce ; 
and 1 am perfectly ready to allow that, to the employ- 
ment of a national capital, increasing only at such a 
rate, there b no other limit than that which bounds 
the power of maintaining population. But it appears 
to me perfectly clear in theory, and universally con- 
firmed by experience, that the employment of a capital, 

• Wealth of Nstioo^ Vol iL & ii. ch. iL p. 19. 6th edit 
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too rapidly increased by parsimonious habits, may 
find a limit, and does, in fact, often find a limit, long 
before there b any real difficulty in procuring the 
means of subsistence ; and that both capital and popu- 
lation may be at the same time, and for a period of 
great length, redundant, compared with the elSfective 
oemand for produce. 

Of the wants of mankind in general, it may be 
further observed, that it is a partial and narrow view 
of the subject, to consider only the propensity to 
spend what is actually possessed. It forms but a 
very small part of the question to determine that if a 
man has a hundred thousand a year, he will not decline 
the offer of ten thousand more ; or to lay down gene- 
rally that mankind are never disposed to refuse the 
means of increased power and enjoyment. The main 
part of the question respecting the wants of mankind, 
relates to their power of calling forth the exertions 
necessary to acquire the means of expenditure. It is 
unquestionably true that wealth produces wants ; but 
it is a still more important truth, that wants produce 
wealth. Each cause acts and re-acts upon the other, 
but the order, both of precedence and of importance, 
is with the wants which stimulate to industry ; and 
with regard to these, it appears^ that,* instead of being 
always ready to second the physical powers of man, 
they require for their developement, ** all appliances 
and means to boot.'' The greatest of all difficulties in 
converting uncivilized and thinly peopled countries 
into civilized and populous ones, is to inspire them 
with the wants best calculated to excite tneir exer- 
tions in the production of wealth. One of the great- 
est benefits which foreign commerce confers, and the 
reason why it has always appeared an almost neces- 
sary ingredient in the progress of wealth, is, its ten- 
dency to inspire new wants, to form new tastes, and 
to furnish fresh motives for industry. Even civilized • 
and improved countries cannot afford to lose any of 
these motives. It is not the most pleasant employ- 
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Bient to spend eight hours a day in a counting-bousa 
Nor will It be submitted to after the common aeces- 
saries and convenieucies of life are attaioad^ unless 
adequate motives are presented to the mind of tb^ 
man of business. Among these motives is undoubted- 
ly the desire of advancing his rank, and contendiog 
with the landlords in the enjoyment of Jeisure, a$ 
well as of foreign and domestic luxuries. 

But the desire to realize a fortune as a pemaneot pro- 
vision for a family, is perhaps the most general motive 
for the continued exertions of those whose incomes de- 
pend upon their own personal skill and efforts. What- 
ever may be said of the virtue of parsimony or 
saving, as a public duty, there cannot be a doubt that 
it is, m numberless cases, a most sacred and brndiag 
private duty ; and were this legitimate and praise- 
worthy motive to persevering industry in any degree 
weakened, it is impossible that the wealth and 
prosperity of the cx)untry should not most materially 
suffer. But if, from the want of other consum^Sr 
the capitalists were obliged to consume sJl tbst 
could n#t be advantageously added to the national 
capital, the motives which support them in their dai/j 
tasks must essentially be weakened, and the same 
powers of production would not be called forth 

It has appeared then, that, in the ordinary state of 
society, the master producers and capitalists, tbou^ 
they may have the power, have not the will, to coa- 
sume to the necessary extent. And with regard to 
their workmen, it must be allowed that, if they pos- 
sessed the will, they have not the power. It is iodeed 
most important to observe that no power of consump- 
tion on the part of the labouring classes can ever, 
according to the tommon motives which influence 
mankind, alone furnish an encouragement to t&e 
employment of capital. As I bave before said, nobo- 
dy will ever employ capital merely for the sake of 
the demand occasioned by those who work for hiio- 
Unless they produce an excess of value above what 
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they consuDie, which he either wants himself in kind, 
or which he can advantageously exchange for some- 
thing which he desires, either for present or future 
use, it is quite ohvious that his capital will not be 
employed in maintaining them. When indeed this 
further value is created and affords a sufficient excite^ 
ment to the saving and employment of stock, theQ 
certamly the power of consumption possessed by the 
workmen will greatly add to the whole national 
demand, and make room for the employment of a 
much greater capital. 

It is most desirable that the labouring classes should 
be well paid, for a much more important reason than 
any that can relate to wealth ; namely, the happiness 
of the great mass of society. But to those who arc 
inclined to say that unproductive consumers cannot 
be necessary as a stimulus to the increase of wealth, 
if the productive classes do but consume a fair pro- 
portion of what they produce, 1 would observe that 
as a great increase of consumption among the work- 
ing classes must greatly increase the cost of produc- 
tion, it must lower profits, and diminish or destroy the 
motive toaccumulate, before agriculture, manufactures, 
and commerce have reached any considerable degree of 
prosperity. If each labourer were actually to con- 
sume double the quantity of corn which he does at 
present, such a demand, instead of giving a stimulus 
to wealth, would probably throw a great quantity of 
land out of cultivation, and greatly diminish both 
internal and external commerce. 

There is certainly however very little danger of a 
diminution of wealth from this cause. Owing to the 
principle of populati(»i, all the tendencies are the 
Other way ; ana there is much more reason to f^ar 
that the working classes will consume too liide ibr 
their own happiness, than that they will consume too 
much to allow of an adequate increase of wealth. I 
<mly adverted to the circumstance to shew that, sup^ 
posing so impossible a case as a very great cousurap* 
laon among toe working producers, such consumption 
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would not be of the kind to push the wealth of a 
country to its greatest extent. 

It may be said, perhaps, that though, owing to the 
laws which regulate the increase of population, it is 
in no respect probable that the corn wages of labour 
should continue permanently very hifh, yet the same 
consumption would take place if the labouring classes 
did not work so many hours in the day, and it was 
necessary to employ a greater number in each occu- 
pation. 1 have always thought and felt that many 
among the labouring classes in this country work too 
hard for their health, happiness, and mtellectual 
improvement ; and, if a greater degree of relaxation 
from severe toil could be given to them with a tolera- 
bly fair prospect of its being employed in innocent 
amusements and useful instruction, I should consider 
it as very cheaply purchased, by the sacrifice of a 

fi>rtion of the national wealth and populousness. 
ut I see no probability, or even possibility, of 
accomplishing this object To interfere generally 
with persons who are arrived at years of discretion 
in the command of the main property which they 
possess, namely their labour, would be an act of grdss 
injustice ; and the attempt to legislate directly in the 
teeth of one of the most general principles by which 
the business of society is carried on, namely, the 
principle of competition, must inevitably and neces- 
sarily fail. It is quite obvious that nothing could be 
done in this way, but by the labouring classes them- 
selves ; and even in this quarter we may perhaps much 
more reasonably expect that such a degree of pru- 
dence Avill prevail among them as to keep their wages 
permanently hi^h, than that they should not enter 
into a competition with each other in working. A 
man who is prudent before marriage, and saves some- 
thing for a family, reaps the benefit of his conduct, 
although others do not follow his example ; but, with- 
out a simultaneous resolution on the part of all the 
labouring classes to work fewer hours m the day, the 
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individual who should venture so to limit his exer- 
tions would necessarily reduce himself to comparative 
want and wretchedness. If the supposition here 
made were accomplished, not by a simultaneous reso« 
lution, which is scarcely possible, but by those gene- 
ral habits of indolence and ignorance, which so fre- 
quently prevail in the less improved stages of society, 
it is well known that such leisure would be. of little 
value ; and that while these habitswould prematurely 
check the rate of profits and the progress of popula- 
tion, they would bring with them nothing to com- . 
pensate the loss. 

It is clear therefore that, with the single exception 
of the increased degree of prudence to be expected 
among the labouring classes of society from the pro- 
gress of education and general improvement, wnich 
may occasion a greater consumption among the 
working producers, all the other tendencies are pre- 
cisely in an opposite direction ; and that, generally, all 
such increased consumption, whether desirable or not 
on other gjrounds, must always have the specific effect 
of preventing the wealth and population of a country, 
under a system of private property, from being 
pushed so far, as it might have been, if the costs of 
production had not been so increased. 

It may be thought perhaps that the landlords could 
not fail to supply any deficiency of demand and con- 
sumption among the producers, and that between 
them there would be little chance of any approach 
towards redundancy of capital. What might he the 
result of the most favourable distribution of landed 
property, it is not easy to say from experience ; but 
experience certainly tells us that, under the distribu- 
tion of land which actually takes place in most of the 
countries in Europe, the demands of the landlords, 
added to those of the producers, have not always 
been found sufficient to prevent any difficulty in the 
employment of capital. In the instance alluded to in 
a former chapter, which occurred in this country in 
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the middle of last century, there must have been a 
considerable difficulty in finding employment for 
capital, or the national creditors would rather have 
been paid off, than have submitted to a reduction of 
interest from 4 per cent, to 3i, and afterwards to 3. 
And that this fall in the rate of interest and profits 
arose from a redundancy of capital and a want of 
demand for produce, rather than from the difficulty of 
production on tne land, is fully evinced by the low 
price of corn at the time, and the very different state 
of interest and profits which has occurred since. 

A similar instance took place in Italy in 1685, 
when, upon the Pope's reducing the interest of bis 
debts from 4 to 3 per cent., the value of the principal 
rose afterwards to 112 ; and yet the Pope's territorira 
have at no time been so cultivated as to occaidon 
such a low rate of interest and profits from the diffi- 
culty of procuring the food of the labourer. Under 
a more favourable distribution of property, there can- 
not be a doubt that such a demand for produce, 
agricultural, manufacturing, and mercantile, might 
have been created, as to have prevented for many 
many years the interest of money from falling below 5 
per cent. In both these cases, the demands of the 
landlords were added to those of the productive 
classes. 

But if the' master-producers, from the laudaUe 
desire they feel of bettering their condition, and pro- 
viding for a family, do not consume sufficiently to 
give an adequate stimulus to the increase of wealth ; 
if the working producers, by increasing their con- 
sumption, supposing: them to have the means of so 
doing, would impede the growth of wealth more by 
diminishing the power of production, than they could 
encourage it by increasing the de.nand for produce ; 
and if the expenditure of the landlords, in addition to 
the expenditure of the two preceding classe5f, be. found 
insufficient to keep up and increase the value of that 
which is produced, where are we to look for the 
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consumption required but among the unproductive 
labourers of Adam Smith ? 

Every society must have a body of unproductive 
labourers ; as every society, besides the menial ser- 
vants that are reauired, must have statesmen to govern 
it, soldiers to defend it, judges and lawyers to ^min- 
ister justice and protect the rights of individuals, phy- 
acians and surgeons to cure diseases and heal wounds, 
and a body of clergy to instruct the ignorant, and 
administer the consolations of religion. No civilized 
state has ever been known to exist without a certain 
portion of all these classes of society, in addition to 
those who are directly employed in production. To a 
certain extent therefore they appear to be absolutely 
necessary. But it is perhaps one of the most impor- 
tant practical questions that can possibly be brought 
under our view, whether, however necessary and 
desirable they may be, they must be considered as 
detracting so much from the material products of a 
country, and its power of supporting an extended 
population ; or whether they furnish fresh motives to 
production, and tend to push the wealth of a country 
fisurther than it would ^o without them. 

The solution of this question evidently depends, 
first, upon the solution of the main practical question, 
whether the capital of a country can or cannot be 
redundant ; that is, whether the motive to accumulate 
may be checked or destroyed by the want of effective 
demand long before it is checked by the difficulty of 
procuring the subsistence of the labourer. And sec- 
ondly, whether, allowing the possibility of such a 
redundance, there is sufficient reason to believe that, 
under the actual habits of mankind, it is a probable 
occurrence. 

In the Chapter on Profits, but more particularly in 
the Third Section of the present Chapter, where I 
have considered the effect of accumulation as a stimu- 
lus to the increase of wealth, I trust that the first of 
these questions has been satisfactorily answered. And 
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in the present Section it has been shewn, that the 
actual habits and practice of the productive classes, in 
the most improved societies, do not lead them to coni- 
sume so large a proportion of what they produce, even 
though assisted by the landlords, as to prevent their 
finding frequent difficulties in the emplojmiient of their 
capitals. We may conclude therefore, with little dan- 
ger of error, that such a body of persons as I have 
described is not only necessary to the government, 
protection, health, and instruction of a country, bat 
is also necessary to call forth those exertions which 
are reauired to give full play to its physical resources. 
With respect to the persons constituting the unpro- 
ductive classes, and the modes by which they should 
be supported, it is probable that those which are paid 
voluntarily by individuals, will be allowed by all to 
be the most likely to be useful in exciting industry, 
and the least likely to be prejudicial by interfering 
with the costs of production. It may be presumed 
that a person will not take a menial servant, unless he 
can afford to pay him ; and that he is as likely to be 
excited to industry by the prospect of this indulgence, 
as by the prospect of buying ribands and laces. Yet 
to shew how much the wealth of nations depends 
upon the proportion of parts, rather than on any posi- 
tive rules respecting the advantages of productive or 
unproductive labour generally, it may be worth while 
to remind the reader that, though the employment of 
a certain number of persons in m6nial service is in 
every respect desirable, there could hardly be a taste 
more unfavourable to the progress of wealth than a 
strong preference of menial service to material pro- 
ducts.* We may however, for the most part, trust to 
the inclinations of individuals in this respect ; and it 
will be allowed generally, that there is little difficulty 
in reference to those classes which are supported voU 

• Set Ch. L p. 3». 
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untarily, though there may be much with regard to 
those which must be supported by taxation. 

With regard to these latter classes, such as states- 
men, soldiers, sailors, and those who live upon the 
interest of a national debt, it cannot be denied that 
they contribute powerfully to distribution and demand ; 
they frequently occasion a division of property more 
favourable to the progress of wealth than would other* 
wise have taken place ; they ensure that consumption 
which is necessary to give the proper stimulus to pro- 
duction ; and the desire to pay a tax, and yet enjoy 
the same means of gratification, must often operate to 
excite the exertions of industry, quite as effectually as 
the desire to pay a lawyer or physician. Yet to coun- 
terbalance these advantages, which so far are unques- 
tionable, it must be acknowledged that injudicious 
taxation might stop the increase of wealth at almost 
any period of its process, early or late ;* and that the 
most judicious taxation might ultimately be so heavy 
as to clog all the channels of foreign and domestic 
trade, and almost prevent the possibility of accumu- 
lation. 

The effect therefore on national wealth of those 
classes of unproductive labourers which are supported 
by taxation, must be very various in different coun- 
tries, and must depend entirely upon the powers of 
production, and upon the manner in which the taxes 
are raised in each country. As great powers of pro- 
duction arc neither likely to be called mto action, or, 
when once in action, kept in activity without great 
consumption, 1 feel very little doubt that instances 
have practically occurred of national wealth being 

• The effect of obligiug the cultivator of a certain portion of rich land to inaintaio 
two men and two hohfe* for the itate, migbt io lome cawi ooly induce him to col- 
tjvnte more, aod create more wealth tbao be otberwi«e would have done, while it 
might leave him penooalty ai rich ai before, and the aation richer ; but if the nrne 
obligatioo were to be impoied oo the cultivator of an equal quantity of poor land, 
the property might be rendered at once not worth working, aod the dciertion of it 
would be the natural coascquence. An lOdiBcriminale and heavy tax on gron pro* 
doce might immediately icattcr desolation over a country, capable, under a better 
system, of prodociog considerable wealth. 
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ereatly stimulated by the consumptioD of those who 
nave been supported by taxes. Yet taxation is a sti- 
mulus so liable in every way to abuse, and it is so ab- 
solutely necessary for the general interests of societj 
to consider private property as sacred, that one sbouM 
be extremely cautious of trusting to any govemnjeiit 
the means ot making a different distribution of wealth, 
with a view to the general good. But when, either 
from necessity or error, a different distribution has 
taken place, and the evil, as far as it regaids private 

Croperty, has actually been committed, it would surely 
e most unwise to attempt, at the expense of a great 
temporary sacrifice, a return to the formerdistribution, 
without very fully considering whether, if it were 
effected, it would be really advantageous; that is, 
whether, in the actual circumstances of the country, 
with reference to its powers of production, more 
would not be lost by the want of consumption tbas 
gained by the diminution of taxation. 

If there could be no sort of difficulty in findings 
employment for capital, provided the price of labour 
were sufficiently low, the way to national wealth, 
though it might not always be easy, would be quite 
straight, and our only object need be, to save from 
revenue, and repress unproductive consumers. But, 
if it has appeared that the greatest powers of pro- 
duction arerendered comparatively useless without ade- 
quate consumption, and that a properdistribution of the 
produce is as necessary to the continued increase of 
wealth as the means of producing it, it follows that, 
in cases of this kind, the question depends upon pro- 
portions ; and it would be the height of rashness to 
determine, under all circumstances, that the diminu- 
tion of a national debt and the removal of taxatioOj 
must necessarily tend to increase the national wea/tft, 
and provide employment for the labouring classes. 

If we were to suppose the powers of production in 
a rich and well peopled country, to be so increased, 
that the whole of what it produced could be obtain- 
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ed by one third of the labour before applied, can 
there be a reasonable doubt that the principal difficul- 
ty would be to effect such a distribution of the pro- 
duce, as to call forth these great powers of produc- 
tion ? To consider the gift of such powers as an evil, 
would indeed be most strange ; but they would be an 
evil, and practically a great and grievous one, if the 
effect were to be an increase of the neat produce at 
the expense of the gross produce, and of we popula- 
tion. But if, on the other hand, a more favourable 
distribution of the abundant produce were to take 
place ; if the more intelligent among the working 
classes were raised into overseers of works, clerks of 
various kinds, and retail dealers, while many who 
had been in these situations before, together with 
numerous others who had received a tolerable educa- 
tion, were entitled to an income from the general pro- 
duce, and could live nearly at leisure upon their mort- 
gages ; what an improved structure of society would 
this state of things present ; while the value of the 
gross produce, and the numbers of the people, would 
be increasing with rapidity ! As 1 have before said, it 
would not be possible, under the principle of competi- 
tion, (which can never be got rid of,) to secure much 
more leisure to those actually engaged in manual 
labour ; but the very great increase m the number of 
prizes which would then be attainable by industrious 
and intelligent exertion, would most essentially 
improve their condition ; and, on the whole, the soci- 
ety would have gained a great accession of comfort 
and happiness. It is not meant to be stated that such 
a distribution of the produce could be easily effected ; 
but merely that, with such a distribution, the powers 
supposed would confer a prodigious benefit on the 
society, and without such a distribution, or such a 
change of tastes as would secure an equivalent con- 
sumption, the powers supposed might be worse than 
thrown away. 
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Now the question is, whether this country^ m its 
actual state, with the great powers of production 
which it unquestionably possesses, does not bear some 
slight resemblance to the case here imagined; aod 
whether without such a body of unproductire goo- 
sumers as these who live upon the interest of the na- 
tional debt, the same stimulus would have been given 
to production, and the same powers would have been 
called forth. Under the actual division of landed 
property which now takes place in this country, I 
feel no sort of doubt, that tli^ incomes which are re- 
ceived and spent by the national creditors, are loore 
favourable to the demand for the great mass of manu- 
factured products, and tend much more to increase 
the happiness and intelligence of the whole society, 
than if they were returned to the landlords. 

I am far, however, from being insensible to the 
evils of a great national debt Though, in many 
respects, it may be a useful instrument of distribu- 
tion, it must be allowed to be a very cumbersome 
and very dangerous instrument. In the first place, 
the revenue necessary to pay the interest of such a 
debt can be raised only by taxation ; and, as this 
taxation, if pushed to any considerable extent, can 
hardly fail of interfering with the powere of pro- 
duction, there is always danger of impairing one 
element of wealth, while we are improving another. A 
second important objection to a large national debt,iSf 
the feeling which prevails so very generally among all 
those not immediately concerned in it, and consequently 
among the great mass of the population, that the^ would 
be immediately and greatly relieved by its extinction ; 
and, whether this impression be well founded or not, 
it cannot exist without rendering such revenue in some 
degree insecure, and exposing a country to the risk ot 
a great convulsion of property. A third objection to 
such a debt is, that it greatly aggravates the erils 
arising from changes in the value of money. When 
the currency falls in value, the annuitants, as owners 
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of fixed incomes, are most unjustly deprived of their 
proper share of the national produce ; when the cur- 
rency rises in value, the pressure of the taxation 
necessary to pay the interest of the debt, may become 
suddenly so heavy as greatly to distress the produc- 
tive cls^es ;* and this kind of sudden pressure must 
very much enhance the insecurity of property vested 
in public funds. 

On these and other accounts it might be desirable 
slowly to diminish the debt, and to discourage the 
growth of it in future, even though it were allowed 
that its past effects had been favourable to wealth, 
and that the advantageous distribution of produce 
which it had occasioned, had, under the actual circum- 
stances, more than counterbalanced the obstructions 
which it might have given to commerce. Security 
with moderate wealth is a wiser choice, and better 
calculated for peace and happiness than insecurity 
with greater wealth. But, unfortunately, a country 
accustomed to a distribution of produce, which has at 
once excited and given full play to great powers of 
production, cannot withdraw into a less ambitious 
path without passing through a period of very great 
distress. 

It is, I know, generally thought that all would be 
well, if we could but be relieved from the heavy 
burden of our debt. And yet I feel perfectly con- 
vinced that, if a spunge could be applied to it to-mor- 
row, and we could put out of our consideration the 
poverty and misery of the public creditors, by sup- 
posing them to be supported comfortably in some 

* In a coaotry with a large public debt, there it no doty which ought to be held 
more sacred on the part of the adminiitratorB of the government, than to prevent 
any variations of the currency beyond those which necessarily belong to the vi^ 
rying value of the precious metals. I am fully aware of the temporary advantages 
which may be denved from a fall in the value of amoey ; and perhaps it may be 
true that a part of the distress during the last year, though I believe but a snail 
part, was ooeasioned by the measure lately adopted, for the restoration of the cur* 
rency to its just value. But some such measure was indispensably necessary; and 
Mr. Ricardo deserves the thanks of his country for having suggested one which hat 
rendered the transition more easy than could reasonably havebeen expected. 
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Other country, the rest of the society, as a nation, in- 
stead of being enriched, would be iaipoverished. It 
is the greatest mistake to suppose that the landlords 
and capitalists would either at once, or in a short time, 
be prepared for so great an additional ronsumptioo 
as such a change would require ; and if they adopted 
tike alternative suggested by Mr. Ricardo in a former 
instance, of saving, and lending their increased in- 
comes, the evil would be aggravated tenfold. The 
new distribution of produce would diminish the de- 
mand for the results of productive labour ; and if, in 
addition to this, more revenue were converted into 
capital, profits would fall to nothing, and a mucb 
greater quantity of capital would enaigrate, or be de- 
stroyed at home, and a much greater number of per- 
sons would be starving for want of employment, than 
before the extinction of the debt. It would signify 
little to be able to export cheap goods. If the distribu- 
tion of property at home were not such as to occasion 
an adequate power and will to purchase and consume 
the returns tor these goods, the quantity of capital 
which could be emploved in the foreign trade of con- 
sumption would be diminished instead of increased. 
Of this we may be convinced if we look to India, 
where low wages appear to be of little use in com- 
merce, while tnere are no middle classes of sodety to 
afford a market for any considerable quantity of 
foreign goods. 

The landlords, in the event supposed, not being 
inclined to an adequate consumption of the results o( 
productive labour, would probably employ a greater 
number of menial servants ; and perhaps, in tbeactaaj 
circumstances, this would be the best thing that could 
be done, and indeed the only way of preventing gf^ 
numbers of the labouring classes from being starved 
for want of work. It is by no means likely, howev" 
er, that it should soon take place to a sufficient 
extent; but if it were done completely, and the land- 
lords paid as much in wages to menial servants as 
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thej had before paid to the national creditors, could 
we for a moment compare the state of society which 
would ensue to that which had been destroyed ? 

With regard to the capitalists, though tney would 
be relieved from a great portion of their taxes, yet 
there is ever^ probability that their habits of saving, 
combined with the dimmution in the number of ef- 
fective demanders, would occasion such a fall in the 
prices of commodities as greatly to diminish that 
part of the national income which depends upon pro- 
fits ; and I feel very little doubt that, in five years 
from the date of such an event, not only would the 
exchangeable value of the whole produce, estimated 
in domestic and foreign labour, be decidedly dimin- 
ished, but a smaller absolute quantity of corn would 
be grown, and fewer manufactured and foreign 
commodities would be brought to market than l^- 
fore. 

It is not of course meant to be said that a country 
with a large quantity of land, labour, and capital, 
has not the means of gradually recovering itself from 
any shock, however great, which it may experience ; 
and after such an event, it might certamly place itself 
in a situation in which its property woula be more 
secure than with a large national debt All that I 
mean to say is, that it would pass through a period, 
probably of considerable duration, in which the 
diminution of effective demand from an unfavourable 
distribution of the produce would more than coun^ 
terbalance the increased power of production occa- 
sioned by the relief from taxation ; and it may fairly 
be doubted whether finally it would attain a great 
degree of wealth, or call forth, as it ought, a great 
degree of skill in agriculture, manuractures, and 
commerce, without possessing, in some way or other, 
a large body of unproductive consumers, or supply- 
ing this deficiency by a much greater tendency to 
consume the results of productive labour than is gene- 
rally observed to prevail in society. 

48 
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It has been repeatedly conceded, that the prodac- 
ti?e classes have the power of consuming all that thej 
produce ; and, if this power were adecjuately exercis- 
ed, there might be no occasion, with a view to 
wealth, for unproductive consumers. But it b found 
by experience that, though there may be the power, 
there is not the will ; and it is to supply this will that 
a body of unproductive consumers is necessary. 
Their specific use in encouraging wealth is to • main- 
tain sucn a balance between produce and consump- 
tion as to give the ^eatest exchangeable value to the 
results of the national industry. If unproductive 
labour were to predominate, the comparatively small 
quantity of material products brought to market 
would keep down the value of the whole produce, 
from the deficiency of quantity. If the productive 
classes were in excess, the value of the whole pro- 
duce would fall from excess of supply. It is obvi- 
ously a certain proportion between the two which 
will yield the greatest value, and command the great* 
est quantity otdomestic and foreign labour ; and we 
may safely conclude that, among the causes necessary 
to that distribution, which will keep up and increase 
the exchangeable value of the whole produce, we 
must place the maintenance of a certain body of 
unproductive consumers. This body, to make it 
effectual as a stimulus to wealth, and to prevent it from 
being prejudicial, as a clog to it, should vary in diffe- 
rent countries, and at different times, according to the 
powers of nroduction ; and the most favourable result 
evidently aepends upon the proportion between pro- 
ductive and unproductive consumers, bein^ best suited 
to the natural resources of the soil, and the acquired 
tastes and habits of the people. 
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SECTION X. 

Application of some of the preceding Principles to the Dis- 
tresses of the Labouring Classes since 1815, with General 
Observations. 

It has been said that the distresses of the labouring 
classes since 1815 are owing to a deficient capital, 
which is evidently unable to employ all that are in 
want of work. That the capital of the country does 
not bear an adequate proportion to the population ; 
that the capital and revenue together do not bear so 
great a proportion as they did tefore 1815; and that 
such a disproportion will at once account for very 
great distress among the labourbg classes, I am most 
ready to allow. But it is a very different thing to 
allow that the capital is deficient compared with the 
population ; and to allow that it is deficient compared 
with the demand for it, and the demand for the com- 
modities procured by it The two cases are very 
frequently confounded, because they both produce 
distress among the labouring classes ; but they are 
essentially distinct. They are attended with some 
very different symptoms, and require to be treated in 
a very different manner. 

If one fourth of the capital of a country were sud- 
denly destroyed, or entirely transferred to a different 
part of the world, without any other cause occurring 
of diminished demand, this scantiness of capital would 
certainly occasion great distress among the working 
classes ; but it would be attended with great advanta- 
ges to the remaining capitalists. Commodities, in 
general, would be scarce, and bear a high price on 
account of the deficiency in the means of producing 
them. Nothing would be so easy as to find a profi- 
table employment for stock; but it would by no 
means be easy to find stock for the number of 
employments in which it was deficient ; and conse- 
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duently the rate of profits would be very high. In 
mis state of things, there would be an immediate and 
pressing demand for capital, on account of there being 
an imi^diate and pressing demand for commodities ; 
and the obvious remedy would be, the supply of the 
demand in the only way in which it could take place, 
namely, by saving from revenue to add to capital. 
This supply of capital would, as I stated in a fornier 
section, take place just upon the same principle as a 
supply of population would follow a great destruction 
of people on the supposition of there being an imme' 
diate and pressing want of labour evinced by the high 
real wages given to the labourer. 

On the other hand, if the capital of the country 
were diminished by the failure of some branches of 
trade, which had before been very prosperous, an4 
absorbed a great quantity of stock ; or even if capital 
were suddenly destroyed, and from peculiar circum- 
stances a period were to succeed of diminished con- 
sumption and slack demand, the state of things, with 
the exception of the distresses of the poor, would be 
almost exactly reversed. The remaining capitalists 
would be in no respect benefited by events which had 
diminished demand in a still greater proportion than 
they had diminished capital. Commodities would be 
every where cheap. Capital would be seeking 
employment, but would not easily find it ; and the 
profits of stock would be low. There would be no 
pressing and immediate demand for capital, because 
there would be no pressing and immediate demand 
for commodities ; and, under these circumstances, the 
saving from revenue to add to capital, instead of 
affording the remedy required, would only aggravate 
the distresses of the capitalists, and fill the stream of 
capital which was fiowin^ out of the coimtry. The 
distresses of the capitalists would be aggravated, 
just upon the same principle as the distresses of 
the labouring classes would be aggravated, if they 
were encouraged to marry and mcrease, after a 
considerable destruction of people, although ac- 
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companied by a still greater destruction of capital 
which had kept the wages of labour very low. 
There might certainly be a great deficiency of popu- 
lation, compared with the territory and powers of 
the country, and it mi^ht be very desirable that it 
should be greater ; but if the wages of labour were 
still low, notwithstanding the diminution of people, 
to encourage the birth of more children would be to 
encourage misery and mortality rather than popu- 
lation. 

Now 1 would ask, to which of these two supposi- 
tions does the present state of this- country bear the 
nearest resemblance ? Surely to the latter. That a 
great loss of capital has lately been sustained, is 
ui](|uestionable. During nearly the whole of the war, 
owuig to the union of great powers of production 
with great consumption and demand, the prodigious 
destruction of capital by the government was much 
more than recovered. To doubt this would be to 
shut our eyes to the comparative state of the country 
in 1792 and 1813. The two last years of the war 
were, however, years of extraordinary expense, and 
being followed immediately by a period marked by 
a very unusual stagnation of demand, the destruction 
of capital which took place in those years was not 
probably recovered. But this stagnation itself was 
much more disastrous in its effects upon the national 
capital, and still more upon the national revenue, than 
any previous destruction of stock. It commenced 
certainly with the extraordinary fall in the value of 
the raw produce of the land, to the amount, it is sup- 
posed, ot nearly one third. When this fall had dimin*- 
ished the capitals of the farmers, and still more the 
revenues both of landlords and farmers, and of all 
those who. were otherwise connected with the land, 
fheir power of purchasing manufactures and foreira 
products was ot necessity greatly diminished. The 
railure of home demand nlled the warehouses of the 
manufacturers with unsold goods, which urged them 
to export more largely at sul risks. But this exces- 
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sive exportation glutted all the foreign markets, and 
prevented the merchants from receiving adequate 
returns ; while, from the diminution of the home rev- 
enues, aggravated by a sudden and extraordinary con- 
traction of the currency, even the comparatively scan- 
ty returns obtained from abroad found a very insuffi- 
cient domestic demand, and the profits and consequent 
expenditure of merchants ana manufacturers were 
proportiooably lowered. While these unfavouraUe 
changes were taking place in rents and profits, the 
powerful stimulus which had been given to popula- 
tion during the war continued to pour in fresh sop- 
plies of labour, and, aided by the disbanded soldiers 
and sailors and the failure of demand arising from the 
losses of the farmers and merchants, reduced generally 
the wages of labour, and left the country with a gen- 
erally diminished capital and revenue ; — not merely 
in proportion to the alteration of the value of the cur- 
rency, but in reference to the bullion value of its pro- 
duce, and the command of this bullion value over 
domestic and foreign labour. For the four or five 
years since the war, on account of the change in 
the distribution of the national produce, and the 
want of consumption and demand occasioned by 
it, a decided check has been given to production, and 
the population, under its former impulse, has increas- 
ed, not only faster than the demand for labour, bat 
faster than the actual produce ; yet this produce, 
though decidedly deficient, compared with the popu- 
lation, and compared with past times, is redundant, 
compared with the effectual demand for it and the 
revenue which is to purchase it. Though labour is 
cheap, there is neither the power nor the will to em- 
ploy it all ; because not only has the capital of the 
country diminished, compared with the number of 
labourers, but, owing to the diminished revenues of 
the country, the commodities which those labourers 
would produce are not in such request as ensure tole- 
rable profits to the reduced capital. 
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But when profits are low and uncertain, when cap- 
italists are quite at a loss where they can safely em- 
ploy their capitals, and when on these accounts capital 
IS flowing out of the country ; in short, when all the 
evidence which the nature of the subject admits, dis- 
tinctly proves that there is no effective demand for 
capital at home, is it not contrary to the general prin- 
ciples of political economy, is it not a vam and fruit- 
less opposition to that first, greatest, and most univer- 
sal of all its principles, the principle of supply and 
demand, to recommend saving, and the conversion of 
more revenue into capital ? is it not just the same 
sort of thuig as to recommend marriage when people 
are starving and emigrating ? 

I am ful^ aware ^at the low profits of stock, and 
the difficulty of finding employment for it, which I 
consider as an unequivocal proof that the immediate 
want of the country is not capital, has been attributed 
to other causes ; but to whatever causes they may be 
attributed, an increase in the proportion of capital to 
revenue must aggravate them. With regard to these 
causes, such as the cultivation of our poor soils, our 
restrictions upon commerce, and our weight of taxa- 
tion, 1 find it very difficult to admit a theory of our 
distresses so inconsistent with the theory of our pros- 
perity. While the greatest quantity of our poor lands 
were in cultivation ; while there were more than 
usual restrictions upon our commerce, and very little 
corn was importea ; and while taxation was at its 
height, the country confessedly increased in wealth 
with a rapidity never known before. Since some of 
our poorest lands have been thrown out of cultiva- 
tion ; since the peace has removed many of the restric- 
tions upon our commerce, and, notwithstanding our 
corn laws, we have imported a great quantity of corn ; 
and since seventeen millions of taxes have been taken 
off from the people, we have experienced a degree of 
distress, the pressure of which has been almost intol- 
ei^ble. 
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I am very far from meaning to infer from these 
striking facts that restrictions upon commerce and 
heavy taxation are likely in general to be beneficial to 
a country. But the facts certainly shew that, what- 
ever may be the future effect of the causes above allud- 
ed to in checking the progress of our wealth, we mast 
look elsewhere U>t the immediate sources of our pre- 
sent distresses* How far our artificial system, and 
particularly the changes in the value of our curreocj 
(grating upon a large national debt, may have aggra- 
vated the evils we have experienced, it would be 
extremely difficult to say. But I feel perfectly con- 
vinced that a very considerable portion of these evils 
might be experienced by a nation without poor land 
in cultivation, without taxes, and without any fresh 
restrictions on trade. 

If a large country, of considerable ferrih'ty, and 
sufficient inland communications, were surrounded 
by an impassable wall, we all agree that it might be 
tolerably rich, though not so rich as if it enjoyed the 
benefit of foreign commerce. Now, supposing sack 
a country gradually to indulge in a considerable con- 
sumption, to call forth and employ a great quantity 
of ingenuity in production, and to save only yearly 
that portion of its revenue which it could most \ 
advantageously add to its capital, expending the rest 
in consumable commo<lities and unproductive hbouh 
it might evidently, under such a balance of produce 
and consumption, be increasing in wealth ana popu- 
lation with considerable rapidity. But if, upon the 
principle laid down by M. Say, that the coosumptiofl 
of a commodity is a diminiKion of (lemand, the 
society were greatly and generally to slacken their 
consumption, and add to their capitals, there cannot 
be the least doubt, on the great principles of ctetnana 
and supply, that the profits of capitalists would soon 
be reduced to nothing, though there were ^^P^ 
land in cultivation ; and the popolatioo wottW h^ 
thrown out of work and would be starving, althoug* 
without a single tax, or any restrictions on trade. 



J 
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The state of Europe and America may perhaps be 
said, in some points, to resemble the case here sup* 
posed ; and the stagnation which has been so gene- 
rally felt and comphiined of since the war, appears 
to me inexplicable upon the prhiciples of those who 
think that the power of production is the only element 
of wealth, and who consequently infer that if the 
powers of production be increased, wealth will cer- 
tainly increase in proportion. Now it is unquestion- 
able that the powers of production were increased by 
the cessation of war, and that more people and more 
capital were ready to be employed in productive 
labour ; but notwithstanding this obvious increase in 
the powers of production, we hear every where of 
difficulties and distresses, instead of ease and plenty. 
In the United States of America in particular, a 
country of extraordinary physical resources, the diffi- 
(!uhies which have been experienced are very striking, 
and such certainly as could hardly have been expect- 
ed. These difficulties, at least, cannot be attributed 
to the cultivation of jpoor land, restrictions upon com- 
merce, and excess ot taxation. Altogether the state 
of the commercial world, since the war, clearly shews 
that something else is necessai'y to the continued 
increase of wealth besides an increase in the power 
of producing. 

That the transition from war to peace, of which 
so much has been said, is a main cause of the effects 
observed, will be readily allowed, but not as th^ 
operation is ti^ually explained. It is generally said 
that there has not been time to transfer capital from 
the employments where it is redundant to those 
where it is deficient, and thus to restore the proper 
equilibrium. But I cannot bring myself to believe 
that this transfer can require so much time as has now 
elapsed since the war ; and I would again ask, whero 
are the under-stocked employments, which, according 
to this theory, ought to be numerous, and fully ca- 
pable of absorbing all the redundant capital, which 

49 
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is confessedly glutting the markets of Europe in so 
many different branches of trade ? It is well known 
by the owners of floating capital, that none such are 
now to be found ; and if the transition in question is 
to account for what has happened, it must have pro- 
duced some other effects besides that which arises 
from the difficulty of moving capital. This I con* 
ceive to be a great diminution of the whole amount 
of consumption and demand. The necessary changes 
in the channels of trade would be effected in a year 
or two ; but the general diminution of consumption 
and demand, occasioned hy the transition from such 
a war to a peace, may last for a very considerable time. 
The returned taxes, and the excess of individual 
gains above expenditure, which were so largely used 
as revenue during the war, are now in part, and 
probably in no inconsiderable part, saved. I cannot 
doubt, for instance, that in our own country very 
many persons have taken the opportunity of savijg 
a part of their returned property-tax, particularly 
those who have only life-incomes, and who, contrai^ 
to the principles of just taxation, had been assessed 
at the same rate with those whose incoines were de- 
rived from realized property. This saving is quite 
natural and proper, and forms no just argument 
against the removal of the tax ; but still it contributes 
to explain the cause of the diminished demand for 
commodities, compared with their supply since the 
war. If some of the principal governments concern- 
ed spent the taxes which they raised, in a manner to 
create a greater and more certain demand for labour 
and commodities, particularljr the fprmer, than the 
present owners of them, and if this difference of ex- 
penditure be of a nature to last for some time, we 
cannot be surprised at the duration of the effects 
arising from the transition from war to peace. 

The diminished consumption however, which w 
taken place so generally, must have operated very 
differently upon the different countries of the com- 
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mercial world, according to the different circumstan- 
ces in which they were placed ; and it will be found 
fenerally, as the principles which have been laid 
own would lead us to expect, that those states which 
have suffered the most by the war have suffered the 
least by the peace. In the countries where a great 
pressure has fallen upon moderate or scanty powers 
of production, it is hardly possible to suppose that 
their wealth should not have been stopped in its pro*- 
gress during the war, or perhaps rendered positively 
retrograde. Such countries must have found relief 
from that diminution of consumption, which now al-« 
lows them to accumulate capital, without which no 
state can permanently increase in wealth. But in 
those countries, where the pressure of the war found 
great powers of production, and seemed to create 
much greater ; where accumulation, instead of being 
check^, was accelerated, and where the vast con- 
sumption of commodities was followed by supplies 
which occasioned a more rapid increase of wealth 
than was ever known before, the effect of peace 
would be very different. In such countries it is na- 
tural to suppose that a great diminution of consump- 
tion and demand would decidedly check the progress 
of wealth, and occasion very general and severe dis- 
tress, both to capitalists and the labouring classes. 
England and America come the nearest to the coun- 
tries of this latter description. They suffered the 
least by the war, or rather were enriched by it, and 
they are now suffering the most by the peac^. 

I cannot but consider it as a very unfortunate cir- 
cumstance that anv period should ever have occurred 
in which peace should appear to have been, in so 
marked a manner, connected with distress; but it 
should always be recollected that it is owing to the 
very peculiar circumstances attending the late war, 
that the contrast has been so striking. It was very 
different in the American and former wars ; and, if 
the same exertions had been attempted, without the. 
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same powers of supporting tfaem, thai is, without 
the command of the greatest part of the conmerce 
of the world, and a more rapid and successful pro- 

fress in the use of machinery than was ever before 
nown, we might have been in a state to have felt 
the greatest relief at the cessation of hostilities. 
When Hume and Adam Smith prophesied that a little 
increase of national debt beyond the then amouiH of 
it, would probably occasion bankruptcy; the main 
cause of their error was the very natural one, of not 
being able to see the vast increase of productire 
power to which the nation would subsequently attaifi* 
An expenditure, which would have absolutely crushed 
the country in 1770, might be little more than what 
was necessary to call forth its prodigious powers of 
production in 181 6, But just hi proportion to this 
power of production, and to the facility with which » 
vast consumption could be supplied, consistently with 
a rapid accumulation of capital, would be the dis- 
tress felt by capitalists and labourers upon any great 
and sudden diminution of expenditure. 

On this account, there is reason to doubt the policy 
of raising the supplies of a long and expensive W9f 
within the year, a policy which has been recomrocBd- 
ed by very able writers. . If the country were poor, 
such a system of taxation might completely keep 
down its efforts. It might every year positii^eJy 
diminish its capital, and render it every year more 
ruinous to furnish the same supplies ; till the couoiry 
would be obliged to submit to its enemies from the 
absolute inability of continuing to oppose them ^^^^ 
effect. • On the other hand, if the country were nch» 
and had great powers of production, which were Jilc^' 
ly to be still further called forth by the stimulus of > 
great consumption, it might be able to pay the beaV 
taxes imposed upon it, out of its revenue, and yet find 
the means of adequate accumulation ; but if this pro* 
cess were to last for any time, and the habits of the 
people were accommodated to thij scale of puUi^ ^ 
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private expenditure, it is scarcely possible to doubt 
that, at the end of the war, when so large a mass of 
taxes would at once be restored to the payers of them i 
the just balance of produce and consumption would 
be completely destroyed, and a period would ensue, 
longer or shorter, according to circumstances, in which- 
a very great stagnation would be felt in every branch 
of productive industry, attended by its usual concomi* 
^^tant, general distre^. The evil occasioned by impos-" 
ing a tax is very rarely compensated by the taking it 
off. We should constantly keep in mind that the ten* 
dency to expenditure iu individuals has most formida- 
ble antagonists in the love of indolence, and in the 
^ desire of saving, in order to better their condition and 
I provide for a family ; and that all theories founded 
/ upon the assumption, that mankind always produce 
K and consume as much as they have the power to pro^ 
' duce and consume, are founded upon a want of know^ 
\ led^e of the human character, and of the motives by 
i^3hich it is usually influenced. 

It will be said, perhaps, that as it is acknowledged 
that the capital of this country compared with the 
population nas been diminished since the war, partly 
by the unrecovered destruction which it sustainea dur^ 
ing the last two years of the contest, but still more br 
the sudden want of consumption and demand which 
occurred on its termination ; how is the lost capital 
ever to be recovered, if we are not active in accumu' 
lation ? I am very far indeed from saying that we 
must not accumulate. It is perfectly true that there is 
no other possible way of recovering our lost capital 
than by accumulation. All that I mean to say is, 
that, in looking to this most desirable object, the recov- 
ery and increase of our capital, we should listen to the 
dictates of those great general laws which do not 
often fail to direct us in the right course. If popular 
tion were ever so deficient in a state compared with 
its territory, yet, if the wages of labour still continued 
very scanty^ and the people were emigrating, the great 
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general laws of demand and supply would instruct us 
lat some previous change in the state of things was 
necessary, before we ought to wish for an increased 
proportion of marriages, which in fact, under the 
actual circumstances, would not accomplish the object 
aimed at In the same manner, if a portion of out 
profits be destroyed, and yet the profits of the remaiii' 
der are low, and its employment attended with such 
frequent losses as, joined to its tendency to emigrate, 
make it stationary or even retrograde ; surely the 
great general laws of demand and supply cannot more 
clearly shew us that something else is wanted before 
we can accumulate with effect. 

What is now wanted in this country is an increased 
national revenue, — an increase in the exchangeable 
value of the whole produce estimated in bullion, — and 
in the command of this bullion over domestic aod 
for^gn labour. When we have attained this, which 
can only be attained by increased and steady profits, 
we may then begin again to accumulate, and our 
accumulation will then be efiectual. But if, iostead 
of saving from increased profits, we save from dimin- 
ished expenditure ; if, at the very time that the sup- 
ply of commodities compared with the demand for 
them, clearly admonishes us that the proportion of 
capital to revenue is already too great, we go on 
saving from our revenue to add still further to oar 
capital, all general principles concur in shewinc that 
we must of necessity be aggravating instead of aJJe- 
viating our distresses. 

But how, it will be asked, are we to obtain i^ 
increase of revenue ? What steps are we to take 
in order to raise the exchangeable value of the wbok 
produce, and prepare the way for the future saving 
which is acknowledged to be necessar;^ ? . Tb^ 
questions I have endeavoured to answer in the l^^'^ 
Section of this very long Chapter On the immedm 
Causes of the Process of Wealth, where it has 
appeared that a union of the means of distribution 
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with the powers of production is absolutely necessary 
to create an adequate stimulus to the continued In* 
crease of wealth ; and that the three causes, which, 
by favouring distribution, tend most to keep up and 
increase the exchangeable value of the whole pro- 
duce, are, the division of landed property, the exten- 
sion of domestic and foreign trade, and the mainte- 
nance of unproductive labourers. 

The mention of these causes is alone sufficient to 
shew that they are much less within our immediate 
controul than the comjnon process of accumulation. 
If it were true that, in order to employ all that are out 
of work, and to create at the same time a sufficient 
market for what they produce, it is only necessary 
that a little more should be saved from the revenue 
and added to the capital of the country, I am fully 
persuaded that this species of charity would not want 
contributors, and that a change would soon be 
wrought in the condition of the labouring classes* 
But when we know, both from theory and experi- 
ence, that this proceeding will not afford the relief 
sought for, and are referred to an increase in the 
exchangeable value of the whole produce, as the only 
qatuse which can restore a healthy and effective 
demand for labour, it must be allowed that we may 
be at a loss, with respect to the first steps which it 
would be advisable to take, in order to accomplish 
what we wish. 

Still, however, it is of the utmost importance to 
know the immediate object which ought to be aimed 
at ; that if we can do but little actually to forward it, 
we may not, from ignorance, do much to retard it. 
With regard to the first main cause which 1 have men- 
tioned, as tending to increase the exchangeable value 
of the national produce, namely the division of landed 
property, I have given my reasons for thinking that, 
m tne actual and peculiar state of this country, the 
abolition of the law of primogeniture would produce 
more evil than good ; and there is no other way in 
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which a different division of land could be effected, 
consistently with an adequate respect for the great 
fundamental law of property, on which all progress 
la civilization, improvement, and wealth, must ever 
depend. But if the distnbution of wealth to a certain 
extent be one of the main causes of its increase, 
while it is unadvisable directly to interfere with the 
present division of land in this country, it may justly 
become a question, whether the evils attendant on the 
national debt are not more than counterbalanced by 
the distribution of property and increase of the middle 
classes of society, which it must necessarily create ; 
and whether by saving, in order to pay it off, we are 
not submitting to a painful sacrince, which, if it 
attains its object, whatever other good it may eflect, 
will leave us with a much less favourable distribution 
of weallii ? By greatly reducing the natiooal debt, 
if we are able to accomplish it, we may place our- 
selves perhaps in a more safe position, and this no 
doubt IS an important consideration ; but grievously 
will those be disappointed who think that, either by 
greatly reducing or al once destroying it, we can 
enrich ourselves, dnd employ all our labmiring cbs«s. 
With regard to the second main cause of an increase 
in the exchangeable value of the whole produce- 
namely, the extension of domestie and foreign trade, 
it is well known that we can by no means commBnd 
either of these at pleasure, but we may do much to 
impede both. We cannot indeed reasonably attrihute 
any sudden deficiency of trade to causes which ha^ 
been of long duration ; yet there can be little Aom 
that our commerce has been much impaired by unne- 
cessary restraints, and that much benefit might be 
derived' from the removal of them. White it is neces- 
sary to raise a large sum by taxation for the expeos^ 
of the government and the payment of the interest « 
the national debt, it wouM by no means be advisaW^ 
to neglect so fair and fruitful a resource as A« J^'J^ 
toms. In regulating these^ taxes, it is also '"'^ 
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that those foreign commodities should be taxed the 
highest, which are either of the same kind as the 
native commodities which have been taxed, or such 
as, for special reasons of heahh, happiness, or safety, 
it is desirable to grow largely at home. But there 
seems to be no reason for the absolute prohibition of 
any commodities whatever ; and there is little doubt 
that, upon this principle, a much greater freedom 
might be given to foreign commerce, at the same time 
that a greater revenue might be derived from the cus- 
toms. 1 have already stated, in more places than 
one, why, under all the circumstances of the case, 
I think it desirable that we should permanently 
grow nearly our own consumption of com. But 1 
see no sufficient cause why we should permanently 
prefer the wines of Portugal and the silks of London 
to the wines and silks of France. For the same rea- 
son that more British capital and labour is even now 
employed in purchasing claret than would be employ- 
ed m attempting to make it at home, we might fairly 
expect that, in the case of an extended trade with 
France, more British capital would be employed in 
purchasing the wines and silks of France, than is now 
employed in purchasing the wines of Portugal and 
making the silks of Spitalfields and Derby. 

At the same time it should be remarked, that, in 
looking forward to changes of this kind, it is always 
incumbent upon us, particularly in the actual situation 
of our people, to attend to the wise caution suggested 
by Adam Smith. Fully convinced of the benefits of 
unrestrained trade, he observes, that ^^ The case in 
which it may sometimes be a matter of deliberation, 
how far, and in what manner, it is proper to restore 
the free importation of foreign goods, after it has been 
for some time interrupted, is, when particular manu- 
factures, by means of high duties and prohibitions 
upon all foreign goods which can come into compe- 
tition with them, have been so far extended as to 
employ a great multitude of hands. Humapity may 

SO 
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in this case require that the freedom of trade should 
be restored only by slow gradations and with a g^ood 
deal of reserve and circumspection. Were these high 
duties and prohibitions taken away all at once, cheap- 
er foreign goods of the same kind might be poured so 
fast into the home market as to deprive all at once 
many thousands of their ordinary employment and 
means of subsistence."* The caution here given bj 
Adam Smith certainly applies in a very marked man- 
ner to the silk trade ; and, however desirable it may 
be (and it is so most unquestionably) to open the 
trade with France, a sudden and incautious admisaon 
of a large quantity of French silks would tend to 
aggravate, instead of to relieve the present distresses 
of our working classes. 

In all cases where, under peculiar circumstances, 
the distress of the country would be aggravated bj 
the opening of certain trades, which had before been 
subject to restrictions, the exchangeable value of the 
whole produce estimated in domestic and foreign 
labour would for a time be diminished. But, in general, 
as I have endeavoured to shew in the 8th Section of 
this Chapter, the natural and permanent tendency of 
all extension of trade both domestic and foreign, is to 
increase the exchangeable value of the whole pro- 
duce. This is more especially the case when, instead 
ot changing the channels of commerce, we are able 
to make large and distinct additions to them. The 
good is then unallayed by partial and temporary evil. 
This better distribution of the produce of the country, 
this better adaptation of it to the wants and tastes of 
the consumers, will at once give it a greater market 
value, and at once increase the national revenue, the 
rate of steady profits, and the wages of labour. 

With regara to the third cause of an increase in 
the exchangeable value of the whole produce, the 
maintenance of unproductive consumers — ^though 

* Wetlth of Natkovi Book ir. cb. w, p. 902. 6Ui cdiL 
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many have no power to be of use in this respect, 
others may do something ; and it must certainly be 
advantageous that the truth, whatever it may be, re- 
lating to the effects of unproductive labour, should 
be fully known, that we may not aim at what will 
obstruct the progress of wealth, and clamour at what 
is calculated to advance it. Whatever it may be 
thought advisable to do respecting the diminution of 
unproductive consumers, with a view to the placing 
ourselves in a safer position, we shall be led to pro- 
ceed with more deliberation, if we are not hurried on 
by the impression that, by this diminution, we are 
affording immediate relief to the labouring classes. 

It is also of importance to know that, in our en- 
deavours to assist the working classes in a period like 
the present, it is desirable to employ them in unpro- 
ductive labour, or at least in labour, the results of 
which do not come for sale into the market, such as 
roads and public works. The objection to employ- 
ing a large sum in this way, raised by taxes, would 
not be its tendency to diminish the capital employed 
in productive labour ; because this, to a certain extent, 
is exactly what is wanted ; but it might, oerbaps, 
have the effect of concealing too much the failure of 
the national demand for labour, and prevent the popu- 
lation from graduallj^ accommodating itself to a re- 
duced demand. This however might be, in a con- 
siderable degree, corrected by the wages given. And 
altogether I should say, that the employment of the 
poor in roads and public works, and a tendency 
among landlords and persons of property to build, to 
improve and beautify their grounds, and to employ 
workmen and menial servants, are the means most 
within our power and most directly calculated to 
remedy the evils arising from that disturbance in the 
balance of produce and consumption, which has been 
occasioned by the sudden conversion of soldiers, sailors, 
and various other classes which the war employed, 
into productive labourers. 
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If by the operation of these three causes, either 
separately or conjointly, we can make the supply and 
consumption bear a more advantageous proportioD to 
each other, so as to increase the exchangeable value 
of the whole produce, the rate of profits may th^i 
permanently rise as high as the quality of the soil in 
cultivation combined with the actual skill of the cul- 
tivators will allow,* which is far from being the case 
at present. And as soon as the capitalist can begin 
to save from steady and improving profits, instead of 
from diminished expenditure, that is, as soon as the 
national revenue, estimated in bullion, and id the 
command of this bullion over domestic and foreign 
labour, begins yearly and steadily to increase, we 
may then begin safely and effectively to recover our 
lost capital by the usual process of saving a portioQ 
of our increased revenue to add to it. 

It is, I believe, the opinion of many persons, par- 
ticularly among the mercantile classes, that nothing 
would so soon and so effectively increase the revenue 
and consumption of the country as a free issue of paper. 
But in holding this opinion, they have mistaken the 
nature of the great advantage which the national 
wealth may sometimes imquestionably derive from a 
fall in the value of the currency. The specific effect 
of this fall is to take away property from those who 
have fixed incomes, and give a greater command 
over the produce of the country to those who buy 
and sell. When the state of the national expenditure 
is such that there is a difficulty of supplying it, then 
whatever tends to throw a greater proportion of the 
produce into the hands of capitalists, as it must in- 
crease the power of production, must be just calcu- 
lated to supply what is wanted. And, though the 

• Th* proati of itock cannot he higher than (he state of the land will allov. (jmI 
tliey may he lower in any degree, (see p 234 ) The gr«it diOVreoce between Mr- 
Ricardo and me on thi« point it, that Mr. Ricardo thinks profits are nifuhUd by 
the state of the land ; I think they are only Umihd by it one way, and that if 
mital be ahandaot, compared with the demand for comooditin, proflff may be 
tow 10 any degree, io spite of the fertility of tbo Imd. 
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continuation of the act of restriction beyond the im- 
mediate necessity of the case, can hardly be consider- 
ed in any other light than as an act of positive injus- 
tice towards the possessors of fixed incomes ; yet I 
can feel very little doubt that the fall in the value of 
money, and the facility of credit which it occasioned, 
acting in the way described, must have contributed 
greatly to that rapid recovery of vast capital destroyed, 
which, in the same degree, never probably occurred 
in the history of any nation before. 

But, if we were now to make similar issues of 
paper, the effect would be very different. Perhaps a 
sudden increase of currency and a new facility of 
borrowing might, under any circumstances, give a 
temporary stimulus to trade, but it would only be 
temporary. Without a large expenditure on the part 
of the government, and a frequent conversion of 
capital into revenue, the great powers of production 
acquired by the capitalists, operating upon the dimin- 
ished power of purchasing possessed by the owners 
of fixed incomes, could not fail to occasion a still 
greater glut of commodities than is felt at present ; 
and experience has sufficiently shewn us, that paper 
cannot support prices under such circumstances. In 
the history of our paper transactions, it will be found 
that the abundance or scantiness of currency has fol- 
lowed and aggravated high or low prices, but seldom 
or never led them ; and it is of the utmost importance 
to recollect that, at the end of the war, the prices 
failed before the contraction of the currency began. 
It was, in fact, the failure of prices, which destroyed 
the country banks, and shewed us the frail founda- 
tions on which the excess of our paper-currency 
rested. This sudden contraction no doubt aggravated 
very greatly the distresses of the merchants and of 
the country ; and for this very reason we should use 
our utmost endeavours to avoid such an event in 
future; not, however, by vain efforts to keep up 
prices by forcible issues of paper, in defiance at once 
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of the laws of justice and the great principles of sup- 
ply and demand, but by the only effectual way, that 
of steadily maintaining our paper of the same valoe 
with the coin which it professes to represent, aod 
subjecting it to no other fluctuations than those which 
belong to the precious metals. 

In reference to the main doctrine inculcated in the 
latter part of this work, namely, that the progress of 
wealth depends upon proportions ; it will be object- 
ed, perhaps, that it necessarily o[>ens the way to dif- 
ferences of opinion relating to these propositions, and 
thus throws a kind of uncertainty over the science of 
political economy which was not supposed to belong 
to it If, however, the doctrine should be found, upon 
sufficient examination, to be true; if it adequately 
accounts for things as they are, and explains coDStst- 
ently why frequent mistakes have been made respect- 
ing the future, it will be allowed that such objectors 
are answered. We cannot make a science n)ore cer- 
tain by our wishes or opinions ; but we ma^ ohvioas^ 
ly make it much more unc ertain in its application, bj 
believing it to be what it is not. 

Though we cannot, however, lay down a certain 
rule for growing rich, and say that a nation wiS 
increase in wealth just in the degree in which it saves 
from its revenue, and adds to its capital : yet even 
in the most uncertain parts of the science, even m 
those parts which relate to the proportions of produc- 
tion and consumption, we are not left without guides ; 
and if we attend to the gre^t laws of demand and 
supply, they will generally direct us into the right 
course. It is justly observed by Mr. Ricardo that " the 
farmer and manufacturer can no more live without 
profit than the labourer without >va^es. Their mo- 
tive for accumulation will diminish with every diminu- 
tion of profit, and will cease altogether when tbeif 
profits are so low as not to afford them an adequa^ 
compensation for their trouble, and the jisk ^l^^ 
they must necessarily encounter in employing their 
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capital productively."* Mr. Ricardo applies this pas- 
sage to the final and necessary fall of profits occasion- 
ed by the state of the land. I would apply it at all times, 
throughout all the variable periods which intervene 
between the first stage of cultivation and the last- 
Whenever capital increases too fast, the motive to 
accumulation diminishes, and there will be a natural 
tendency to spend more and save less. When profits 
rise, the motive to accumulation will increase, and 
there will be a tendency to spend a smaller proportion 
of the gains, and to save a greater. These tendencies, 
operating on individuals, direct them towards the just 
mean, which they would more frequently attain if 
they were not interrupted by bad laws or unwise 
exhortations. If every man who saves from his income 
is necessarily a friend to his :*ountry, it follows that 
all those who spend their incomes, though they may 
not be absolute enemies, like the spendthrift must be 
considered as failing in the duty of benefiting their 
country, and employing the labouring classes, when 
it is in their power ; and this cannot be an agreeable 
reflection to those whose scale of expenditure ,in their 
houses, furniture, carriages and table, would certainly 
admit of great retrenchment, with but little sacrifice 
of real comfort. But if, in reality, saving is a nation- 
al benefit, or a national disadvantage, according to the 
circumstances of the period ; and, if these circumstan* 
ces are best declared by the rate of profits, surely it is 
a case in which individual interest needs no extrane- 
ous assistance. 

Saving, as I have before said, is, in numerous 
instances, a most sacred private duty. How far a 
just sense of this duty, together with the desire of 
bettering our condition so strongly implanted in the 
human breast, may sometimes, and in some states of 
society, occasion a greater tendency to parsimony than 
is consistent with the most effective encouragement 

• Pk-inc. ot PoUt, Eeoo. cb. yi. p. 137. 
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to the growth of public wealth, it is difficult to saj : 
but whether this tendency, if let alone, be ever too 
great or not, no one could think of interfering with it, 
even in its caprices. There is no reason, however, 
for giving an additional sanction to it, by calling it a 
public duty. The market for national capital will be 
supplied, like other markets, without the aid of j)at- 
riotism. And in leaving the whole question of saving 
to the uninfluenced operation of individual interest 
and individual feelings, we shall best conform to that 
great principle of political economy laid down bj 
Adam Smith, which teaches us a general maxim, 
liable to very few exceptions, that the wealth of 
nations is best secured by allowing every person, as 
long as he adheres to the rules of justice, to pursue bis 
own interest in his own way. 

Still it must be allowed that this very doctrine, and 
the main doctrines of the foregoing work, all tend to 
shew, as was stated in the Introduction, that the sci- 
ence of political economy bears a nearer resemblance 
to the sciences of morals and politics, than to the 
science of mathematics. But this truth, though it 
detracts from its certainty, does not detract from its 
importance* While the science of political economy 
involves some of the questions which have the nearest 
connection with the well-being of society, it must 
always be a subject of the highest interest. The studj 
of it is calculated to be of great practical use, and to 
prevent much positive evil. And if its principles be 
carefully founded on an experience sufficiently extend- 
ed, we have good reason to believe, from what they 
have already done, that, when properly applied, they 
will rarely disappoint our just expectations. 

There is another objection which will probably be 
made to the doctrines of the latter part or this woA 
which I am more anxious to guard against If ^ 
principles which I have laid down be true, it ^}^^ 
certainly follow that the sudden removal of taxes will 
often be attended with very different effects, particu- 
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larly to the labouring classes of society, from those 
which have been generally expected. And an infer- 
ence may perhaps be drawn Irom this conclusion ia 
favour of taxation. But the just inference from it is, 
that taxes should never be imposed, nor to a greater 
amount, than the necessity of the case justifies, and 
particularly that every effort should be made, consist- 
ently with national honour and security, to prevent a 
scale of expenditure so great that it cannot proceed 
without ruin, and cannot be stopped without dis- 
tress. 

Even if it be allowed that the excitement of a pro- 
digious public expenditure, and of the taxation neces- 
sary to support it, operating upon extraordinary 
powers of production, mieht, under peculiar circum- 
stances, increase the wealth of a country in a greater 
degree than it otherwise would have increased; yet, 
as the greatest powers of production must finally be 
overcome by excessive borrowing, and as increased 
misery among the labouring classes must be the con- 
sequence, whether we go on or attempt to return, it 
would surely have been much better for the society 
if such wealth had never existed. It is like the un- 
natural strength occasioned by some violent stimulant, 
which, if not absolutely necessary, should be by all 
means avoided, on account of the exhaustion which 
is sure to follow it 

In the Essay on Population I have observed, that 
^' In the whole compass of human events, I doubt if 
there be a more fruitful source of misery, or one more 
invariably productive of disastrous consequences, than 
a sudden start of population from two or three years 
of plenty, which must necessarily be repressed by the 
first return of scarcity, or even by average crops."* 
The great demand for labour which took place during 
. the war must have had an effect precisely of a similar 
kind, and only aggravated by duration ; and as this 

• Vol. U. p. 170. 4tb Pflit. 
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is a state of things which cannot io its nature continue, 
it is obviously the duty of all governments, if thej 
have any regard for the happiness of their subjects, 
to avoid all vicars and excessive expenditure as far as 
it is possible ; but if war be unavoidable, so to regu- 
late the necessary expenditure as to occasion the least 
f)ressure upon the people during the contest, and the 
east convulsion in the state of the demand at the 
termination of it. We may have good reason to la- 
ment that such taxation and consumption should eFer 
have taken place, and that so great an impetus, which 
could only be temporary, should have been given to 
the vi^ealth and population of the country ; but it is 
a very different question, what is the best remedy now 
that the evil is incurred ? If the population had made 
a start during a few years of plenty, we should surely 
make great efforts to prevent, by importation, the 
misery which would be occasioned by tlie sudden re- 
turn of average crops. If the human body had been 
subjected to a very powerful stimulus, we should 
surely be cautious not to remove it too suddenly. 
And, if the country had been unfortunately subjected 
to the excitement of a long continuance of excessive 
expenditure, it surely must be against all analogy 
and all general principles, to look for the immediate 
remedy of it in a great and sudden contraction of con- 
sumption. 

1 here is every reason to believe that the working 
classes of society would be severely injured by attain- 
ing the object which they seem so ardentlj' to wisn 
for. To those who live upon fixed incorocJs, the re- 
lief from taxation is a great and unmixed good ! to 
the mercantile and trading classes it is sometimes 
a good and sometimes an evil, according to circm* 
stances ; but to the working classes, no taking off ot 
taxes, nor any degree of cheapness of com, can com- 
pensate a want of demand for labour. If the gene- 
ral demand for labour fail, particularly 'f ^^ 
failure be sudden, the labouring classes wiU ^ 
wretched in the midst of cheapness ; tf the demand 
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for labour be considerable, they will be comparatively 
rich in the midst of dearness. 

To state these facts is not to favour taxes ; but to 
give one of the strongest reasons against them ; namely, 
that they are not only a great evil on their first impo- 
sition, but that the attempt to get rid of them after- 
wards, is often attended with fresh suflfering. They 
are like those injudicious regulations of the mercan- 
tile system noticed by Adam Smith, which, though 
acknowledged to be pernicious, cannot be removed 
without producing a greater evil for an interval of 
considerable length. 

Theoretical writers are too apt, in their calculations, 
to overlook these intervals ; but eight or ten years, 
recurring not unfrequently, are serious spaces in human 
life. They amount to a serious sum of happiness or 
misery, according as they are prosperous or adverse, 
and leave the country in a very different state at their 
termination. In prosperous times the mercantile 
classes often realize fortunes, which go far towards 
securing them against the future ; but unfortunately 
the working classes, though they share in the general 
prosperity, do not share so largely as in the general 
adversity. They may suffer the greatest distress in a 
period of low wages, but cannot be adequately com- 
pensated by a period of high wages. To them fluc- 
tuations must always brin^ more evil than good ; and, 
. with a view to the happmess of the great mass of 
society, it should be our object, as far as possible, to 
maintain peace, and an equable expenditure. 



SUMMARY 

OE THE CONTENTS OF THE FOREGOING WORK. 



INTRODUCTION. 



Tbb scieoce of political ecooomj resembles more the sci- 
ences of morals aod politics tbaa the science of mathema- 
tics 1 

This conclosion, founded on a view of the subjects about 
ifbicb political economy is conversant, is further strength- 
ened bj the differences of opinion which have prevailed 
among those who have directed a great portion of their 
attention to this study 2 

The Economists and Adam Smith differed on some important 
questions in political economy, though they agreed on 
others still more important ib. 

Among the most distinguished modern writers, differences 
of opinion continue to prevail on questions of great im- 
portance 3 

The correct determination of these questions is of great 
practical consequence ib. 

An agreement among the principal writers in Political 
Economy is very desirable with a view to the authority of 
the science in its practical application . • . . ^ . 4 

In the present state of the science, an endeavour to settle 
some Important yet controverted points may be more use- 
ful than an attempt to frame a new and complete treatise ib. 

The principal cause of the differences of opinion among the 
scientific writers on political economy is a precipitate at- 
tempt to simplify and generalize b 

The desire to simplify has occasioned an unwillingness to 

• acknowledge the operation of more causes than one in 
the prodaction of effects observed ib. 
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The rule of Newton, which teaches os not to admit more 
causen of aoy pbeoomenon than are necessary to accoont 
for it, implies that those which are necessary most be ad- 
mitted , € 

The same tendency to simplify occasions the rejection of 
limitations and exceptions . . • ih. 

The necessity of limitations and exceptions illustrated in Ibe 
doctrines laid down by Adam Smith respecting frugality 
and saving 7 

The same necessity illnstrated in the roles which relate to 
the di?isioo of land ib. 

The tendency to premature generalization among political 
economists occasions also an unwillingness to bring their 
theories to the test of experience 8 

The first business of philosophy is to account for things as 
they are 9 

A comprehensive attention to facts is necessary, both to pre* 
vent the multiplication of theories, and to confirm those 
which are just ib. 

The science of political economy is essentially practical, and 
applicable to the common business of human life • • . ib. 

Some eminent political economists think that, though excep- 
tions may exist to the general rules of political economy, 
they need not be noticed 10 

But the most perfect sincerity, together with the greatest 
degree of accuracy attainable, are necessary to give that 
credit and circulation to general principles, which is so 
desirable II 

Another class of persons seem to be satisfied with what has 
been already done in political economy, and shrink from 
further inquiries, if they do not immediately see the prac* 
tical results to which they lead 12 

Such H tendency, if indulged too far, strike^ '»i the root of 
all improvement in science ib. 

More of the propositions in political economy will bear the 
test of cut bono than those of any other department of 
human knowledge . • 13 

Further inquiries, however difficult, should be pursued, 
both with a view to the improvement and completion of 
the science, and the practical advantages likely to result 
from them ib. 

It is of great importance to draw a line, with tolerable preci- 
sion, between those cases where the expected results are 
certain, and those where they are uncertain . . . . ib. 

Practical statesmen, who have not leisure for the necessary 
inquiries, should not object, under the guidance of a 
sound discretion, to make use of the leisure of others • 14 
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The principle of non-interference, necessarily limited in 
practice — Ist, By some duties connected with political 
economy, which it is ani?ersally acknowledged belong to 
the sovereign ... . • . . 14 

2d]y, By the prevalence, in almost every country, of bad 
regulations, which require to be amended or removed . 15 

3dly, By the necessity of taxation ib. 

The propriety of interfering but little, does not supersede, 
in any degree, the use of the most extensive professional 
knowledge either in a statesman or a physician .16 

One of the specific objects of the present work is to fit the 
general rules of political economy for practice, by endea- 
vouring to consider all the causes which concur in the 
production of particular phenomena . . * . ib. 

This mode of proceeding is exposed to a danger of an oppo- 
site kind to that which arises from a tendency to simpli- 
fication, a danger which Adam Smith has not always 
avoided . . ...... 17 

A just mean between the two extremes is the point aimed 
at with a view of arriving at the truth . . . ib. 

With a great wish to avoid controversy it was impossible 
not to notice specifically and largely Mr. Kicardo*s distin- 
guished work on the Principles of Political Economy mid 
Taxation . . • . ... 18 

The questions which it discusses are so important that they 
should if possible, be settled . . . ib. 



CHAPTER L 

«N THB OSmnTIONS OF WEALTH AND PRODUCTIVE LABOUR. 



Sect. I.— On (he Definitions of Wealth. 

A definition of wealth is desirable, though it may not be 
easy to give one not liable to some objection . . 20 

The liberty of a writer to define his terms as he pleases, 
provided he always uses them in the sense proposed, 
may be doubted, as an inquiry may be rendered futile by 
an inadequate or unusual definition . . . .21 

The comparative merits of the systems of the Economists, 
and of Adam Smith, depend mainly upon their different 
definitions of wealth . . . . ib. 

The Economists have confined the term wealth within too 
narrow limits . • . . ib. 

Lord Lauderdale and other writers have given definitions 
which extend it too far ib: 
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The lioe which it seems most nataral to draw is, that which 

separates ma' erial from immaterial objects . . t2 

Adam Smith's diefinition of wealth is not free firom objec- 

tipo, though confined to material products • . ib. 

The materuU objects which are necessary, asefal, or agree* 

able to mankind, proposed as a definition of wealth . 23 
in the application of this definition, a useful distinction nttj 

be made between a rich coantry and a rich people . ib. 



Sect. II. — (y Productive Labour. 

The question of productive labour is dependent upon tire 
definition of wealth, both in the system of the EconooiisU, 
and in that of Adam Smith . . . . 23 

The application of the term productive to the labour which is 
productive of wealth, however defined, is obviously oseiiii U 

Adam Smith's definition of productive labour has been 
thought by some to be too extended, and by others too 
confined • . . . . . il 

It would be difficult to proceed in our inquiries iototbe na- 
ture and causes of the wealth of nations, without some 
classification of the different kinds of labour • • i^* 

Such a classification is necessary — 1st. To explain the na* 
ture of capital, and its effect in increasing national weaith to 

Sdly, To explain the nature and operation of saving, as 
contradistinguished from spending . . • '^' 

Sdljr, To explain the causes which render favourable the 
important balance of produce and consumption - • ^ 

And generally, to ei plain the causes why one nation is 
thriving, while another is declining . . • ^^' 

The increasing riches and prosperity of Europe since ibe 
feudal times could hardly be explained, if mere personal 
services were considered as equally productive of wealth 
with the labours of merchants and manufitctarers • *>^* 

If some distinction be necessary between the different kinds 
of labour, the next inquiry is, what this distinction sboald 
be? *8 

The distinction adopted by the Economists would not enable 
us to explain those appearances in different countries, 
which, in common language, are allowed to proceed from 
different degrees of wealth . . . • ^^ 

The opposite opinion to that of the Economists has been al- 
ready discussed, in the endeavour to shew that some dis' 
ttnction in the different kinds of hibour is necessary • ^' 

A distinction between the different kinds of labour if the 
corner*8tone of Adam Smith's work . • ^*^' 
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Another sort of distioction, howerer, might he made, di^ 
ferent from that of Adam Smith, which would not ioTdi* 
date his reasonings . • . . 90 

All paid lahour might he called prodactive of vahie ; hat 
productive in different degrees, according as the valae of 
their results might exceed the r.lue paid • . ib. 

Upon this principle, the labours of agriculture would gene- 
rally he the most productire, the labours in maoufactures 
the next, and mere personal services the least . . ib« 

This mode of considering the subject would establish ttseak 
of productiveness, instead of dividing labour into two 
kinds • • . . . 31 

The unproductive labourers of Adam Smith would, upon 
this system, be placed in the lowest scale of productive- 
ness . . ..32 

The great objection to this system is, that it makes the jMiy* 
meal for labour, instead of the quantities of the product, 
the criterion of productiveness • • • ib. 

Tet if we once desert matter, we must adopt this criterion, 
or every human exertion to avoid pain and obtain plea- 
sure is productive lahour • • . .33 

And if we do adopt this criterion, the very same kind of 
labour will he productive, or not, according as it is paid 
for, or not . . . • • • ib. 

Unproductive labourers are of great importance in the pro- 
duction of wealth indirectly, as demanders, but they can- 
not, with propriety, be said to create the wealth which 
pays them • . . • • . 34 

Adam Smith's distinction, which draws the line between 
what is matter and what is not matter, is probably the 
most useful and the least objectionable . .36 

Susceptibility oi accumulation is essential to our usual con- 
ceptions of wealth • • • • • ik 

Capability of definite valuation is necessary to enable us to 
estimate the amount of wealth obtained by any kind of 
labour. . • . • * .30 

The labour realized upon material products is the only 
labour which is at once susceptible of accumulation and 
definite valuation . • . . • ib* 

The objection of M. Gamier, respecting musical instru- 
ments, and the tunes played upon them, answered . ib. 

Objections of M. Gamier, respecting the servants of gov- 
ernment, answered • . . . 37 

Some unproductive labour is of much more use and import- 
ance than productive labour, but is incapable of being 
the subject of the gross calculations which relate to na- 
tional wealth . • . . 38 

Having confined the definition of wealth to material objects, 

B2 
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Ni 

productive labour if that labour which is productive of 
woalth, that ie» 80 direcUj produciive of it, as to be eati* 
malod io the Taloe of the objects produced ^ 

The object ofthisdiscuMion is not to make aobtledbtiDC- 
tioas, but to bespeak aaaent torn uaefalclaisificatioo . ib 
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CHAPTER II. 

or TBS ir ATU&S AKO MEAStJMS OV VAlUft. 



Sect. I.— Qf the different Saris rf VaJyc. 

Tiro sorts of ralue are generally admitted — value id osc, 
and value in exchange . • . ' ' ^^ 

The term value is bo rarely understood as meaniog the 
mere utility of en object, that if this interpretation of it 
be retained, it should never be applied without the addi- 
tion — in use . - . . • • " 

Value in exchange is found upon the will and power Co ex- 
change one commodity for another . *. .. * ^^ 

If nature had, in the first instance, made such a distribo- 
tion of commodities as now takes place previous to coo- 
sumption, their exchangeable values could not have been 
known . • . . • . • . ' 

An exchange implies not only the power and will to give 
one article for another more wanted, but a reciprocal 
demand in the owner of the article wanted for the one 
proposed to be exchanged for it . • * '^' 

When this reciprocal demand exists, the quantity of ofle 
commodity which is given for another, depends opoa the 
relative estimation in which each is held, founded opofl 
the desire to possess, and the difficulty or facility of pro- 
curiog possession • . • • . ' 

Owing to the difference of desires and powers, the bai|aiDS 
thus made were, in the first instance, very different from 
each other ^ . . . " ' • r t * 

By degrees, a current value of all commodities io "^^'J^j"' 
use would be established, and each commodity would t>e 
in some degree both a representative and measure or 
value . . . . • ' . ;* 

But the frequent want of reciprocal demand, eicepi m 
large fairs, would throw great obstacles in the way ^^ ^ 
average valuation of commodities • - . ' 

To secure this reciprocal demand, every man woald ena^ 
Tour to keep by him some commodity so generally 
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reqaeet thai it woold nurely be refoMd io ticbaiigt for 
wbat he might want • . 43 

Cattle were used for this porpoae among pastoral natioiM, on 
accoantoftbe facilitj of keeping them, andoftbefreqaent 
exchanges of which ttiey most bare been the subject . 44 

It is oecessary that the eooimedity adopted for the medium 
of exchange and measare of Talae should be in fraqoeat 
use, and its value well known . . • ib. 

Notwithstanding the peculiar aptitude of the precious aset* 
als for a medium of exchange and measure of yaloe, they 
had not been used for that purpose in Mexico when first 
discovered . • . . • ib. 

io the old world, where the arts of smelting and refining 
ores seem to have been known at a very remote period, 
the appropriate qualities of the precious metals pointed 
them out in the earliest times as the commodity best 
fitted for a medium of exchange and measure of value 46 

When they had been adopted as a general ipeasure of value, 
they would almost always be the article named, and the 
quantity of the precious meials for which commodities 
would exchange, might properly be called their nominal 
value . . . , ib. 

This nominal value has been sometimes designated hy the 
term price, which thos represents a more confined sense 
of the term value • . ib. 

The introduction pf a measure of nominal and relative val- 
ue, was a step of the highest importance in the progress 
of society . . • 46 

It is the nominal value of goods, or their prices only, which 
the merchant has occasion to consider . • • ib. 

But the precious metals completely fail as a measure of the 
exchangeable value of objects in different countries, or at 
different periods • • • • ib. 

Nominal wages and incomes alone, without further informa- 
tion, will not enable us to judge whether they are good 
or bad . . ... 47 

We want some estimate of a nature which may be called 
real value in exchange, implying the (quantity of the 
necessaries and conveniences of life which nominal wa- 
ges and incomes will enable us to command » • jb. 

A correct measure of real value in excbapge, as thus des- 
cribed, though very desirable, is not attainable. All that 
can be hoped for is, an approximation to it • . ib. 

We are not justified, on this account, in giving a different 
definition of real value in exchange, so as to confound the 
important distinction between cost and value • . 48 

There is no other meaning of value, in addition to value in 
use, but what relates to exchange ib 
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Th« dittiBCtioB between real and DomiDal Talae in ex* 
change, is absolotely necessarj in comparing the wealth 
of two nations together^ or in estimating the valae of tlie 
precious metals in different places and times • 48 

There are then three sorts of value ;— -1. Value in oae, ar 
the Qtilitj of an object 2. Nominal Talae in ezchai^, 
or value in monej. 3, Real value in eichange, or ralae 
in necessaries* conveniences and labour • • 49 

These disiactions are in the main these of Adam Smithy mid 
belong to bis sjstem • . • • • ib. 



Sect. II.— Qf Demand and Syppfy as (hegf tffeet Exi^umgetMt 

The terms, demand and soppljr, though in constant use, are J 

not applied with precision. It is necessary, therefore, ^ 

on account of their universal influence, to clear the | 

ground on this part of the subject before we proceed i 

lirther . • . . . . 60 | 

Demand may be defined to be, (he will combined with the * 

power to purchase ; and supply, the production of com- 
modities combine4 with the intention to sell them. There | 
is no instance of a change of price, but what may be | 
traced to some causes which affect the demand or supply 51 

It must be remembered, that prices are determined, not by 
the demand alone, or the supply alone, but by their 
relation to each other . . • . . ib. \ 

In one sense of the terms, demand may be said to be always 
equal to supply, but it is not in this sense in which they 
determine prices . • . ib. 

The more of the will and power to purchase exbts, with 
regard to any particular commodity, the greater or more 
intense is the demand for it • . . 52 

The prices of commodities depend upon the causes which 
call forth, or render unnecessary, a great or intense 
demand • • • , . ib. 

An increase in the number of the purchasers of an article, 
or its diminished supply, will raise its price ; a diminu- 
tion in the number of purchasers, or its abundant supply, 
will lower its price . • • 53 

The first class of cans^ calls forth a greater intensity of 
demand, the second a less • . . • ib. 

Whatever may be the state of the supply/ compared with 
the wants of the purchasers, ]f they have not the power 
and will to make a more intense demand, the price cannot 
rise • . . ib. 
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If the cost of prodactioD be iDcreased, those only can be 
supplied who will sabmit to a greater sacrifice to obtain 
what they want, and make a more intense demand. • 63 

If a commodity be abundant compared with the number of 
purchasers, the same intensity of demand or sacrifice 
becomes unnecessary . . • • . 64 

If the cost of production be diminished, a useless excess of 
supply will always be contingent upon the price not fall- 
ing proportionably . . . ••66 

WheneTer an advance of price takes place, it is because 
such advance is necessary to the supply of the consu- 
mer ; and whenever a fall takes place, it is because it is 
necessary to prevent the supply from being greater than 
the consumption » . . . ib* 

In this discussion, no new meaning has been given to the 
terms, demand and supply. It is intended that they 
should be understood in the sense in which they have 
always hitherto been understood, when applied to market 
prices . . . . • 66 



SfecT. m.^Of the Cost €f Production as U affects Exchangea- 

Value. 

The system which determines prices by demand and sup* 
ply, is essentially difierent from the system which refers 
to the costs of production, though they touch each other 
in many points . . • • . • 67 

In all transactions of bargain and sale, there is obviously a 
principle which determines prices, quite independently 
of the costs of their production . . \ 68 

This is i\pknowledged with regard to all monopolized commo* 
dities ; and is strikingly true in reference to the market 
prices of raw products • . ib. 

Of commodities which are the least variable, the cost of 
production will be found only to influence their prices as 
It is the necessary condition of their supply b9 

The principle of demand and supply determines what Adam 
Smith calls natural prices as well as market prices . ib. 

This is proved by attending to the immediate and specific 
cause which alters prices, upon an alteration in the costs 
of production . . • • . ib. 

The costs of production appear to be of no avail, but in sub* 
ordination to the dominant principle of (upply and de- 
mand . • . . 60 

This position may be illustrated by the effects upon prices 
of all sorts of bounties . . 61 

The value given to Bank paper by limiting its quantity, 
shews that the cost of producing gold only influences its 
price m it influences its supply . ib. 
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hr 
The Inie way of yiewing the coats <rf* production, in tbdr 

effects apoo prices, is as the Decessary conditions of the 

supply of the otrjects wanted • • . . 62 

The first necessary condition of this supply is, the pejnent 

of the labour employed . . ... 63 

The second condition is the payment of the ordinary profits 

of stock . . . . . . ft- 

The third condition is, that the price of the commodity 

should be such as to pay rent od all but the very wont 

lands in cultivation • . • . . 64 

The price which fulfils these conditioos is the natural piice 

of Adam Smith, which it might be better to call neeamy 

price, as susceptible of a more simple definition • .■ ^ 
The natural or necessary price of a commodity is the price 

necessary to bring it regularly to market • j ^ 

Natural and necessary prices are detenniiied by demand aod 

supply, as well as market prices . * ^' 



SccT. lV.--Cy the Labaur wkUh has hem en^kged <» « ^' 
modify considered as a Measure of its Exduttigeable Fibu. 

Adam Smith, in proposing labour as a measure of ▼aloe, 
has not applied it always in the same sense ' 

Labour, applied in the sense of the quantity of labonr em- 
ployed in the production of a commodity, is radically 
defectire as a measure of exchangeable raJue • * 

In this sense it cannot be applied positively, because, if v^ 

. commodities were at the same time to require wore 
labour in their production, their exchaogewe valses 
would remain the. same . . • ' ' 

Understood relatively, it is not true that io the earfieBJ*!^ 
of society •* the proportion between the quantities of 
labour necessary for acquiring different objects is toe 
only circumstance which can iiSford a role for excbaog- 
ingthem'* . . . • *'• 

At a very early period of society, advances are nece«arj 
to some products, and the time during which these advaa- 
ces are employed, fonos a necessary element of p"^* . 

J|uite unconnected with labour • . . * 

ollows, that the rule which declares <* that commodities 
never vary in value, unless more or less labour be em- 
ployed on them, cannot apply even in the early stages of 
society" ., . . . .' - aJ 

In improved countries, the same causes of variation, lode- 
pendently of the quantity of labour employed, mast pre- 
vail, as in the early stages of society, with the idiiiion ot 
some others . . . • • 
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31f. Ricardo^t proposition, that the price« of some commo- 
dities lall when laboor rites, is troe, and it would not 
have appeared paradoxical if it bad been stated more 
natorally . . .72 

The fall of price is occasioned by the fall of profits id those 
commodities, the prices of which had before consisted 
chiefly of the necessary remuneration for a large capital • 73 

Crenenilly, when labour rises and profits are lowered, some 
commodities will rise, some will fall, and a Tery few re- 
main stationary, according to the yarying proportions of 
capital applied to set in motion the same quantity of 
labour • • • . ib. 

The prices of all commodities on which the same quantity 
of labour has been employed, vary when the price of 
labour varies, with a very small number of eiceptions . 76 

In improved countries, the importation of foreign commodi- 
ties, the prevalence of taxes, and the payment of rent, 
occasion further variations of prices, independently of 
the labour employed • . • ib. 

The circumstance of the cost of the main food of a country 
being resolvable almost entirely into wages and profits, 
does not prevent rent from forming a component part of 
the price of the great mass of commodities . . 77 

Other products of land have more the character of a mono- 
poly than the main food of the country, and their prices 
cannot be resolved into wages and profits • 78 

All cattle pay a rent, and in proportion to their qualities 
neariy an equal rent • • . . • ib. 

It may be said that, though the price of cattle is not regu- 
lated directly by the quantity of labour and capital em- 
ployed in their nroduction, yet that it is, indirectly, 
through a chain ot dependences on the cost of producing ' 
com . . . ' . . . . 79 

But one of the links of this chain will not bold, as the rents, 
both of arable and pasture land, may rise without a rise 
in the price of corn . . . • . 80 

Many other important commodities, besides animal food, 
will be affected as to their prices by a rise of rents, with- 
out a rise of corn or laboor • ... . ib. 

We cannot then get rid of rent under the most lax interpre- 
tation of the term labour, and Adam Smith's component 
parts of price must be admitted . .81 

If one term only were used, it would be better to refer to 
capital, which generally pays both rent and labour ; but 
the three terms are preferable, as more correct, and con- , 
▼eying more information • • • 82 

But 11 we cannot get rid of rent on the mass of conmiodities» 
it must greatly affect the amount of capital, and aggravate 
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all the Tariations of price occanooed bj the TariatiiMS ia 
the quantity of capital, and the tiaae during which it m 
employed ... 

Voder all the variatioos therefore occaaiooed by other 
caate«, it cannot be the qnantity of labour emphjed 
which determines the relative vdues of commoditief it 
the same time and place • ... 

Still lets can the relatiTe quantity ot labour employed be a 
measure of exchangeable Talue at different times lod 
places . . . 

The instance produced by Mr. Ricardo to shew the sapeii- 

' ority of his measure of value over that most freqaeotlj 
referred to by Adam Smith* shews at once that the kboor 
employed on a commodity is a most incomplete aod 
unsattsfactory measure of its value in exchange . ^ 

Labour is the principal ingredient in the component parts of 
price, but to consider it as the sole ingredient must lead to 
the greatest practical errors . • . . ^ 

It must be concluded then, that the quantity of labour em- 
ployed on a commodity is neither a correct measure of 
its exchangeable value at the same tiotte and place, oor at 
different times and places . . • i^ 



Sect. V.— Qf MeiMy, n^M tmi/mn in Us Casi, cmuidend v 
a Measure of wUsu. 

If, to procure a given quantity of money, the same quantifj 
of labour were always expended, it has been tboogbt that 
such money might be proposed as a standard meosare oi 
value . . . . . . • ^ 

But as the money prices of commodities would still repre- 
sent their exchangeable values at the same place, it fol- 
lows, from what was said in the last section, that ib^J 
would not represent the quantity of labour employe 
upon them • . . • • ' 

If the precious metals required for their prodoctioD a cer- 
tain quantity of fixed and circolatiog capital, then, on a 
rise of labour and fall of profits, all commodities wooM 
rise or fall in money price, which were not produced bj 
the same sort of capital employed for the same time / ' ' 

If the precious metals were obtained by mere adrances 'O 
the payment of labour for a year, on a rise of laboor and 
fell of profits all commodities would rise or {iA\ '•'"'^^ ^j^ 
were not circumstanced in the same peculiar manoer * 

If the precious metals were obtained by mere 1^^^°^'^!/ 
out any advances beyond the food of a day* ^° ^t^ 1 
profits all commodities in which any capital has ^^^ ^ 
employed would fall 
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We cannot theo infer, from the relative prices of commodi- 
tie«« the relative qnantities of labour which have been 
employed npon them . • . . • 88 

Other variations would ari^e, from the durability of the 
precious metak, and the difficulty with which tbey accom* 
modate themselves to a sudden diminution of demand - ib. 

The use made of the precious metals in foreign commerce 
would occasibn further variations . .89 

On the supposition that the metals were produced only in 
particular countries, but always with the same quantity 
of labour and capital, their present distribution shews us 
how inadequate a measure of real value in exchange they 
would be in different countries • . . . . ib. 

The same commodity which would command only one days* 
labour in England might still command five or sii days' 
labour in Bengal . . .90 

The different values of silver in Bengal and England is pro* 
bably not occasioned principally by the lateness of the 
discovery of the American mines, as the relation between 
gold and silver is now nearly the same as in Europe • 91 

In the different European countries the value of silver is 
very different, though not so much so as in India, com- 
pared with the principal states of Europe • ib. 

Theoretically it is obvious that the increased cost of produc- 
ing commodities cannot facilitate the purchase of the pre- 
cious metals . • . . . • 92 

Though they may be distributed among the commodities of 
the same country according to the costs of production, 
they cannot be so distributed in different countries • ib. 

No conceivable regularity in the production of the precious 
metahi could possibly render the prices of commodities an 
accurate measure of the quantity of labour which had 
been employed upon them . • . .93 

If, however, they were obtained in each country by day* 
labour only, without any capital, they would approach 
near to a measure of real value in exchange, because 
their value in labour would in this case be the same as 
their cost in labour ; but still the money prices of commo- 
dities would not measure the quantity of labour bestowed 
on them . . . « . • ib. 



Sect. VI. — Of the Labour nikidi a Commodity wUl command^ 
considered as a Measure rf real Value in Exchange. 

The labour which a commodity will command unites, more 
nearly than .any one coimmodity, the qualities of a real 
and nominal measure of exchangeable value 94 

5a 
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H» 

f tt 1b loekittg ibr ft general neasiire of Mcbai^seable vahe, 
we sbooid Baturally direct e«r atUatioo to that objject 
which is most exteostveljr the subject of excbangei aid 
this is certaioly labour . • • . 94 

2. The Talae of commodities in esclumge for laboor cto 
alooe eipress geoerallj the degree ia which thej are 
suited to the wants of the society . • • i^- 

0. The efficiency of capital ia the increaae of wealth de- 
pends entirely upon the power of aetting labour to «ork« 
or« in other words, of eommanding labour • » ^ 

Labonr, understood in the sense proposed, ia, like the pre* 
cioM metak , an accurate measure of relative valoe ^ ^^ 
same time and place • * * / 

AH other commoditiea are subject to greater and more sad- 
den Tariatiens . • • * i* ' 

While labour is thus almost an accurate measure of vainest 
the saeMtime and place.-it approaches the nearest ofi^ 
one commodity to such a measure in different pbce8,aiM 
at distant periods of time • • • i^ 

Adam Smith has taken com as the best measure of laboar, 
from century to century, which is the same as consider- 
ing labour as the beat measure of the necessaries of Iiie, 
at distant times and in different countries • * ^ 

The conveniences of life depend more upon labour tbao 
com ; and, aU 0Aer Odngs biUifc «fu^* ^^ uuantitj ot 
labour which a conunodity will conunand will be in pro- ^ 
portion to the quantity it has coot * • li 

The labour which a commodity will command takes m aU 
the circumstancea which influence exchangeable ^«^ 
the laboar which it has cost only one, although the most 
considerable one • • • • . / 

No Qommodity can be a good measure of real value lo ex- 
change at different times and places, which is not a good 
meaaore of exchangeable value at the same time sb4 
place • . . ■ ' J 

In the progress of improvement, when labour willcominaM 
the greatest quantity of corn, it will generally coawjw 
the smallest quantity of the conveniences of life, and i«» 
«^«d ...... ' 

On the whole, it approaches the nearest of any one og«* 
to a measure of real value in exchange, but still, «■ w*^"[ 
is subject to variations from demand and suppl/t hke aii 
other things, it cannot be oonaidemd as a standard. 



ib. 
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ib. 



Sect. VII.— cy a Mean bOwetn Com md Labwrcmini^^^ 
Measure if reed Value in B»4^ange. 

Two objects might in some cases be a better ni***"^^ 
mal value in exchange than one alone, and yet be sum- ^^ 
ciently manageable for practical application 
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A certain quantity of corn, of a given quality, has a definite 
▼alae in ase ; bat its yttloe in exthangt, both nominal and 
real, is found to be subject to considerable variations, both 
from year to year, and from century to century • • 100 

Labour, in the same manner, is found at different periods to 
command very different quantities of the first necessary of 
life, com • . • .101 

Tkengh neither of these two objects, taken singly, can be 
considered as a satisfactory measure of value, by com* 
bining the two we may approach to greater accuracy . 102 

Wlien com, compared with labour, is dear, labour, com- 
pared with com, must be cheap ; and if we take a mean 
between the two, we shall have » measure corrected by 
the contemporary variation of each in opposite directions ib. 

For this purpose we must fix upon some specific quantity of 
com, which, on a large average, is equivalent to a day*s 
common labour, such as a peek of wheat, which would 
suit this country ; and any commodities which, at dif* 
ferent periods, will purchase the same number of days* 
labour, and of pecks of wheat, may be considered as of 
the same real value in exchange . • . ib« 

In comparing different countries, the average earnings of 
a day's labour in the prevailing food, whatever it may be, 
must be tu\»8tituted lor a peck of wheat ; and the differ- 
ences, in the money values of such commodities as are of 
the same real values in exchange thus estimated, will ex- 
press the different values of silver, in different periods 
and countries . • . . . 103 

No measure can take into account the effects of capital and 
' skill ; and they may be neglected without much error, 
when the main object is value in exchange • • ib. 

Mr. Ricardo asks, why should corn, or labour, or the mass 
of commodities, be preferred as a measure to coals or iron, 
all beii^ liable to fluctuations ? But some one or more 
commodities must be taken to express exchangeable val- 
ue ; because they include every thing that can be given 
in exchange . . • . . ib. 

We must choose between an imperfect measure, and one 
which is fundamentally erroneous, such as a measure of 
cost ..••••• 104 

Value, as used by Mr. Ricardo, must mean exchangeable 
value ; and the reasons are obvious for preferring corn 
or labour, or a mean between the two, as a measure of 
exchangeable value, to coals or iron, or any such commo- 
dities . . . . . 105 
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CHAPTER III. 

or THE BENT OF UkBO. 



Sect. I«— Qf the Nature and Causes ef RaU. 

Rent is that portion of the value of the whole prodace of 
laod which remains after all the expenses of cuhiFHtioa 
have been paid, including the osaal agricoltural profits . 106 

The first object of inquiry is the cause or causes of tiiifl 
excess • . • • . . ib. 

Host writers ha^e considered rent as too nearly resembltDg» 
in its nature and the laws by which it is governed, tbat 
excess of price above the cost of production, which is the 
characteristic of a common monopoly . • / ^' 

R^nt has some affinity to a natural monopoly ; but it is 
still essentially different, and is governed by different Uirs 109 

Three causes combine to from rent : — 1. The fertiUty of 
the soil ; — 2.The power of food to create Its own demand ; 
— and 3. The comparative scarcity of fertile land . .11^ 

The first of these causes is so necessary to rent that, with- 
out it, no excess of price above the expenses of cuhiratioo 
could possibly exist . • . . . ib. 

The pow€r of land to yield rent is exactly proportioned to 
its fertility, though the actual rent may be very different 111 

Still the surplus, which is the result of this power, might 
remain of little use without the tendency of food to create 
its own demand . . . • • **• 

The machine which produces the necessaries of life is dif- 
ferent from every other machine known to man, and the 
use of it is attended with peculiar effects • * ^^^ 

A family which has land that will produce necessaries for 
five other families, may be sure to have effective demand- 
ers for them ; but if the same family had a machioe 
which would make fifty hats or coats, no efforts could 
secure their being all wanted . . * "^' 

These peculiar qualities of the soil, and of its products, have 
been strongly noticed by the Economists, and oftea by 
Adam Smith, as a source of rent ; but modem wnten 
have ^een apt to consider it as regulated upon the pnaci- 
pies of a common monopoly, though the distinction isiO' 
portant and striking . . . . * l ir 

If the fertility of the mines were to be diminished one bait, 
they might still yield the same rents, wages, and P^^f^ 
but if the fertility of the soil in this country were to oe 
diminished One half, tillage would be nearly destroyed, 
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and rents, ptofiU, wages, and popolation, would be reduc- 
ced in proportion • • . • .114 

>The produce of certain TiiMvyanls io France might rise to 
almost any value from external demand ; but no external 
demand can ever make a bushel of corn permanentlj worth 
more than the quantity df labour which it will support .115 

l^ the production of necessaries, the demand being depend* 
ent on the production itself, it is impossible that the de- 
manders should increase, while the quantity of produce 
diminishes . ... • . . ib. 

In common monopolies the excess of price above the cost of 
production, has no definite limit; in' the production of 
necessaries it is strictly limited by the fertility of the soil 1]6 

The price of necessaries cannot then be regulated upon 
the principles of a common monopoly • • .117 

Rent is evidently a part of that general surplus from the land, 
without which none could exist but the mere cultivator ib. 



Sect. II. — Cf Uu necessary SepanUion rf (he Reni af Land frmn 
the PrafUs of the Farmer emd the Wages ef the Labourer. 

In the early periods of society the surplus produce is divid* - 
ed chiefly between profits and wages, and appears but lit- 
tle in the shape of rent . . . • IIB 

When, by the increase of capital and population, profits 
and wages have fallen, and land of an inferior quality has • 
been cultivated, the value of food will be in excess above 
the costs of production on the most fertile lands, and rent 
will be separated . . . . • ib. 

A comparative scarcity of fertile land, occasioned by the in- 
crease of population, is necessary, in addition to the two 
causes before-mentioned, to separate a portion of the sur* 
plus produce into the specific form of rent .119 

A portion of the rents of the landlord must consist of a 
transfer from profits and wages, but this transfer is the 
necessary pondition of increasing cultivation and re- 
sources • . . . . .120 

Cultivators ofjhe richer land, who pay no rent afler profits 
and wages have fallen and poorer land is cultivated, are 
proprietors as well as farmers • • • • ib. 

As profits and wages fall, poorer and poorer land will suc- 
cessively be taken into cultivation, and at every step rents 
will rise • . • • . • 121 

In the progressive cultivation and population of a free state, 
the progressive separation of rents, as a kind of fixture 
upon lands of a certain quality, is a law as ipvariable as 
the principle of gravity . • . ib. 
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ftp 
When the soTereiga is owner of the soil tbe reg^aiitj of 
this progress is interrapted, and rente are prenatnreif 
created and increased . • , .'../,,• ^** 

On fertile soils a high rent may be created immediately Irf 
teking a lai^ge portion of the groaa prodoee ; bat m tfaii 
case only the most fertile lands can be coUiratedt sad 
profite, wages, and popolation, will come to a pcemstsre 
stop . • • • . • . . » 

To a certain extent this has been done in many eamn 
stetes, and it is tbe reason why their popnfatioo hascessed 
to be progressive, although mnch good land rcnwni 
waste. In these stetes, tbe almoet entire depeadeoce ol 
rent on fertility is particularly confpicaoQa • • '^ 

The premature fall of profits and wagea in soch states on- 
not be prevented by the employment of capital and labost 
in other branches of industnr besidea agriculture • » 
In such states the interest of money is a most i»P«™*^ 
criterion of the general rate of profito, particularly oathc 
land . . . • • • . • 

Similar causes prevailed, though not to tbe same extent, la 
the early periods of most European atetes, and the nte 
of profite on the land had not much connect ion etUie r 
with the profits of stock in manafactores aad oomnarcei 
or with the interest of money • * J 

Under all circumstances, rent separates from the 8*^'" 
surplus produce wfaenerer a scarcity of fertile land tsMi 
place, either natyrally or artificially 



Sect. III.-— q/* (he Cmueg fMA Und to rmi Bai$^ ^^ 
nary Progress €f Socktjf. 

Four causes may be steted as munly tending te dinuoU 
the expenses of production compared with the pncs n 
produce and so to raise rents -^ . . ' 

The two first, profits and wages, are sometimes «*^*^^ 
opposite directions, and counterbalance each otb^r, w 
this is only a temporary effect In general, pronttm 
real wages fell together, and this may take place ^I«J"J' 
gressive money rise of com and labour, as dcscnteo vj ^^ 
Mr. Ricardo . . . . • . / 

But profits and real wages may fell, and rent be regowiy .^ 
separated, under any variations in the vahic ?' "^ij*' * 

The third cause which raises rents, by lowering toe »• ^ 
penses of cultivation, is agricultural improvemeDti * 

tf the improvemente be sucb as to diminish die costi J' F^^ 
doction, without increasing the quantity prodQcea» 
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' prke win remni the laae* wd the whole dumDOtioo 

cost will go immediatelj to rent . • • 128 

If the kaproTeoMota be saeh ai to increase the prodace, 
the pnce will fall, bnt populatioQ will very sood in* 
crease, aod in a short time poorer land will he cultivated 
without a rise of price, and rente will rise .129 

The Teiy great improvements in agricaltare which hare 
taken phice in this coontir have gone almost wholly to 
the increase of rents and the payment of taxes . ib. 

Local improvements in agriculture go immediately, on the 
renewal of leases, to the landlords, and occasion, in par* 
ticular districts, a yety great rise of rents, withoat any 
diminution of the ordinary rates of profits and wages * 130 

Facility of production in necessaries is never attended, as in 
all other commodities, with a permanent fall of price, and 
therefore it always increases rent . il?» 

The fooith cause which tends to rise rents is, such an in- 
crease in the fkloe of Qgricoltoral produce as will increase 
the difierence between the price of this produce and the 
costs of production • . . ib. 

The rise in the price of com occasioned by increased labour 
employed upon it is, after a certain period, confined with- 
in very narrow limits ... 131 

A rise in the money price of com, occasioned by demand, 
aod terminating in a fall in the value oi money, encour- 
ages cultivation and increases rciiits, without necessarily 
lowering ws^sea and profits • • ib» 

The state of money prices, in the United States of Americay 
tends strongly to illustrate this position . ib. 

Effects of a aimflar kind, occasioned by a great demand for 
com and high money prices, took place in our own coun- 
try from 1793 to the end of 1813, and rents rose without 
a fan of profits . . • • . 132 

A similar eifect would be produced by a great aod increas- 
ing demand for manufiKtures ; or great improvements in 
machinery, accompanied by a sufficient vent for the pro- 
duce • . • • . . 133 

When the stimulus to agriculture originates in a prosperous 
state of commerce and mannfiu:tures, labour sometimes 
rises first ; but tiiis is not necessary • .134' 

When the price of com rises, it is scarcely possible that' 
all the materials of capital should rise at the same time, 
or even finally in the same proportion • 135 

A fidl in the value of money can scarcely fail permanently 
to increase the power of cultivating poor lands, and of 
raising rents • • • . • ib. 

It is not necessarr that all the four causes which tend to rise 
rents, by diminishing the reletive costs of production. 
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should operate at the sane tiaw, in order to produce a 
rise . • * • • • . • 136 

Id this coQDtry cultivation has been extended and rents hare 
risen, although one of the instruments of productioo — 
capital, has been dearer, or profits have been high . ik 

Improreroents in agricoltore might raise rents, notwith* 
standing a rise of trageis • • « ft. 

No fresh land can be taken into cultivation till rents have 
risen, or would allow of a rise, on what is already cahi* 
▼ated . • • . • • ib. 

No new capital can be employed on old land, at an inferior 
pro^t, without the same tendency (o a rise of rents . 137 

The rise of rents will not be in proportion to the cxtenaioa 
of cultivation, or the increase of produce • . 158 

Rents in this country bear a less proportion to the whole 
produce now than formerly, although they are both nonii- 
nallyand really much increased • . • ib. 

A progressive rise of rents is necessarily connected with 
accumulation of capital, increase of population, improve- 
ments in agriculture, and the high price of raw produce 139 



Sect. IV.— C^ the Causes which Uml to Imocr Rods. 

Rents are lowered by diminished capital, diminished popu- 
lation, a bad system of ^cultivation , and the low price of 
raw produce . . ... 140 

The three first are such obvious causes of low rents, that 
the fourth only need be considered . • . ib. 

The effect of the fourth cause may be illustrated by the 
land thrown out of cultivation, and the fall of rents m this 
country at the end of the war . . ib. 

When the produce of a country is declining, and rents are 
falling, it is not necessary that all the instruments of pro- 
duction should be dearer . . • . 149 

When land is thrown out of cultivation, (Tie diminished 
amount of rent will bear larger portion to the capital and 
produce • . • . . • ib. 

If, under the impression that rent is injurious to the consu- 
mer, the price of com were kept down so as to yield no 
rent, all except the very best land would be thrown out 
of cultivation . . . ... 143 



Sect. V. — On the Dependance rfthe Actual QuaniHy cfProJaee 
obtained from the Land upon me existing Renis^ andAe cxistiKg 
Prices. 

The price of com, in every progressive country, will be 
^qual to the cost of production on land of the poorest 
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quality aelaally io ose, with the addition of the rent 

it would yield in its natural state • • .143 

Corn, therefore, in reference to the whole quantity raised, 
is sold at its natural and necessary price, as well as all 
other unmonopolized commodities . • .144 

The soil consists of a great number of machines in grada- 
tion, of very different original qualities and powers, 
though all susceptible of improvement • . • ib. 

In manufactures, as the most improved machines may be 
supplied in the quantity wanted, the use of inferior ones 
is superseded, and the price of the commodity falls to 
the cost of production from the improved machinery • 140 

la agriculture, the rich lands are never sufficient to supply 
the population ; and when poor lands are employed, the 
price compared with the cost of production must be such 
as to yield rents on all the richer lands, in proportion to 
their goodness • • . . . . ib.. 

The illustration here used, of a gradation of machines, for 
producing corn, shews at once the necessity o( the actual 
price to the actual produce, in the existing state of most 
countries ; and the different effects which would attend a 
reduction in the price of a manufacture, and a reduction 
in the price of corn ..... 146 

We must not infer, however, that this gradation of soils is 
strictly necessary to the formation and rise of rent ; all 
that is required is, limited territory, combined with fer- 
tility and demand . • • . • ib. 

ff all the lands of a limited territory were equally rich, rents, 
after a certain time, would be high io proportion to the 
fertility of the soil . . . . ib. 

Nor would the effect be different if the quantity of capital 
laid out upon the same land could not be increased ; capi- 
tals would increase in other employments, and profits 
fill . . . • . . . 147 

In these cases, rent is obviously not regulated by the gi*ada- 
tions of the soil, or the different returns of the same 
amount of capital employed on the same soil • ib. 

Another incorrect inference which has been drawn from 
this theory of rent is, that when land is thrown out o( cul- 
tivation, profits will be hish in proportion to the fertility 
of the soil then employed . • • . ib. 

As in an improved country, uncultivated land yields a rent 
in proportion to its power of feeding cattle or growing 
wood, the whole produce of the last land in cultivation, 
under such circamstances, could not be divided between 
profits and wages .148 

Tlie probable fall in the money price of com, greater than 
in the materials of the farmer's capital, wiU tend furthjer 
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to dimioiah profits ; and often more than counter bakace 
the difference of natural fertility . . .148 

The returns of the last capital employed on the same kmd, 
without paying a rent, most always follow and can nerer 
lead or regulate profits . . . 149 

When land is thrown out of cuhiFation hy the importatioii 
of foreign cam, capital will prohahly be redundant ; and, 
in that case, whatever may be the state of the last laodin 
cultiTation, profits most be low • . . il 

The rents paid for land in its natural state will not invali- 
date the doctrine, that, in progressive couatries, with 
gradations of soil» com is sold at its natural or necenarj 
price . . , . . . . ib. 



Sect. VI.— Qf Ou Cmntdion between greai eompttrt^ WM 
and a high ecmparaixoe Price of Ram FrodiM. 

Adam Smith, in explaining the causes of the rise of nuuiy 
sorts of raw products compared with com, has omitted to 
consider the causes of the differences in the value of con 
at different times, and in different countries • '^ 

he two main causes of these differences are, a difference 

T >o the value of the precious metals, and a difference in 
the cost of producing com • . • . 151 

To the first cause is to be attributed the main differences 
in the prices of corn in different countries, particoiaHjio 
those situated at a great distance from each other * i^« 

If the value of money were the same in all countries, tbeo 
the differences of price would arise exclusively from the 
different costs of production, under all the actual circum- 
stances of each country • . . • '^* 

Nations richer than others must, under similar circamstao- 
ces, either have their corn at a higher price, or be depen- 
dant upon their neighbours for their support • * ^^ 

High price, or the importation of necessaries, are the natu- 
ral niternatives belonging to a great increase of wealth, 
though liable to Various modifications from circumstances *• 

Corn has a natural tendency to rise in the progress of 
society, from the increasing cost of production, and maoa- 
factures have a constant tendency to ftll from an of- 
posite cause . . . • • ^ 

Whichever of the two causes of the high price of com we 
consider, this high price is generally connected with 
wealth, contrary to the statement of Adam Smith * '^ 



Sect. VFI.— /y ih^ Causes wMdi mm^ mislead the t^^^J^ 
letting his Lands, to the injury qf boih himse^ and the C^mWJf- 
*"' landlord, under all the circumstances of his sitastion, 
ly naturally expect to raise hii rents on the renewal of 
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leases, bat io doiog this he may fiiU ioto errors pre 
judicial to himself and the coontrj . • • 156 

By letting his lands to the best bidder, without any farther 
« attention ; or by mistaking a temporary for a permanent 
rise of price* he may prevent the improvement of his 
farms .... • . 157 

In the progress of prices, even when likely to be perma- 
nent, rents ought always to be a little behind . ib. 

If the landlords were to give the whole of their rents to 
their tenants, there is no reason to think that corn woold 
be more plentiful or cheaper • . .159 

But when a proper spirit of industry and enterprize per- 
vails among a tenantry, it is of importance that they 
should have the means of accumulation and improvement ib. 

Irregalarities in the currency are another source of error 
to the landlord. When they continue long he most raise 
his rents accordingly, and lower them again when the 
value of money is restored • .159 

With these cautions, the landlord may fairly look to a per- 
manent increase of rents, and if in a country, the culti- 
vation of which is extending, they do not rise more than 
in proportion to the price of corn, it can only be owing 
to taxation • • . ib. 

Though it is not true, as stated by the Ek:onomists, that all 
taxes fall on the landlords ; yet it is true that they have 
little power of relieving themselves • • ib> 



Sect. VIII.— On the strict and necessary Cannedim of the In^ 
ierests of the Landlord and of the Slate^ in a Counirg whiA 
wpports Us own Population^ 

The interests of the landlord are considered by Adam Smith 
as closely connected with those of the state, and this 
seems to be confirmed by the theory of rent, as laid 
down in the present chapter . . . .160 

But Mr. Ricardo considers these interests as directly oppose 
sed to each other. To this opinion he has been led by 
the peculiar and confined view which he has taken of 
rent as arising exclusively from high price and difficulty 
of production . • . . ib; 

If this view were correct, the opinions above stated might 
be well-founded ; but if the landlord's income is practi- 
cally found to depend chiefly upon facility of production, 
the opinion cannot be maintained . . .161 

It is allowed that if a most extraordinary degree of fertility 
were suddenly to take place in a country, the rents of 
land would for a time be lowered • . ib. 
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But it it of DO me to dwdl opon eztniT^Dt tnppontioM ; 
what we want to koow is, whether, in the exiff^ aod 
prohahle state of tbiogs, the interests of the landlord sod 
of society are at variance • • • * 1^1 

No improyements in i^cultare which we hare ever aeeo 
or heard of equal in any degree the power of populalieo 
to increase np to the additional means of sohsistence . l&t 

Practically^ improvements in agriculture, hy cheapeniog the 
instruments of production, instead of throwing land omt 
of cultiration, generally cause more to be coltfvated . ib. 

improyements in agriculture have hitherto been, and ouj 
be expected in future to be, the main source of tbe io- 
creane of rents . . . ib. 

Although rents rise when cultiratioo is pushed to poorer 
lands, the connection between rent and fertility is still 
shewn by its being the rich lands which yields the reots, 
not the poor ones . . . . ib. 

The diflkoUy of production on the best land used has little 
connection with rent, except as it is a consequence of so 
increase of capital aod population^ and of a fall of pro- 
fits and wages . . . . 1^ 

The increase of rent, which takes place from the jacreas- 
ed price, occasioned by difficulty of production, is much 
more limited than has been supposed ; and yery mach 
inferior to the increase from improvements in agriculture, ib. 

This position may be illnstrated by the state of Englaoi), 
Scotland, Ireland, Poland, India, and Sooth America. . i^ 

In all these countries the future increase' of rents will de- 
pend mainly upon an improved system of agrirulture . ib. 

The United States of America seem to he the only coontry 
which would admit of any considerable rise of rents ^J* 
mere transfer from profits and wagea • .160 

In old states, an operoso and ignorant system of cultifa* 
tion may keep the profits of stock and the wag^a ofk- 
boor low with much good land remaining uncultirated ; 
and t)iis seems to be a very frequent case * ' 

But if, independently of importation, every thing irhics 
tends to enrich a country increases rents, and everj 
thing which tends to impoverish it, diminishes them ; it 
must be allowed that the interests of the landlord aoo 
of the state are closely united 

Mr. Ricardo takes only one simple view of rent, which em- 
braces but a small part of the subject 

The peculiar language of Mr. Ricardo separates fau coo* 
elusions still further from the truth, in appcanoce, than 
in reality . . . . ' ' 

He estimates rents, wages, and profits, by the prpp^"^ 
which they severally bear to the whole, and not bj the ^^ 
actual quantity of produce which goe? to each 
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Tfais mode of Mtimstios: rents and wages is quite aonsiial, 
and would lead to perpetual confuffion and error • 167 

Into this unusual language Mr. Ricardo has been betrajed 
by confounding Talue and cost, and considering com in 
the same light as manufactures .... 168 

The exchangeable value of the corn which falls to the share 
of the landlord will increase with Hs quantity ; and rents 
and wages roust always be practically estimated by their 
real value in exchange . . . 16d 

In S|>eaktng of the interests of the landlord, his real com- 
mand of wealth, or the real value in exchange of his 
reoli, is always referred to in this work • ib« 



Sect. IX. — On ihe Cmmeetion rf the Interests qf the LanH&ri 
and sf the State , in Countries fvhieh import Com, 

The only doubt respecting the strictest union of interests 
between the landlord and the state relates to importa- 
tion ; and here his interests cannot be more opposed to 
those of the slate, than the interests of others under si* 
milar circumstances • • • • • 170 

Adam Smith was of opinioD that the landlords were not in* 
jured by foreign competition, though lie allowed that ma- 
nufacturers were • . . . . ib» 

The statement of Adam Smith is too strong ; but it is, cer- 
tainly true that the producers of com and cattle are less 
injured by foreign competition than the producers of 
particular manufactures . . .* • ib. 

On the question of importation it is important to remark 
that, in the way in which capital is practically employed 
upon the land, the interests of the state and tiie cultiva- 
tor are not proportioned to each other .171 

The cultivation of the country is chiefly carried on by te- 
nants, and a large part of the permanent improvements 
in agriculture, of late years, has been effected by the 
capitals of the same class of people ib. 

If this be trae, the advantage derived by the country from 
the employment of such capitals must have been much 
greater than the advantage derived by the individuals em- 
ploying them • . . . .172 

To put a tenant for a term of years on a footing with mer- 
chants and manufacturers, he must make greater yearly 
pro6ts to compensate for that portion of his capital 
which he cannot withdraw at the end of his lease, and 
which is left as a benefit to the state unshared by him . ib. 

The profits to the state of a capital employed in agriculture 
might be 14 or 15 per cent., in commerce 12 \ while in 
both cases the individuals received only 12 .173 
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The rent and profiU together, derired from a capital em- 
ployed on lanid, are the trne meaeore of the wealth which 
goes to the coantry, though the rent so created canaot 
have operated as a motire to the tenant • 1?^ 

By the difficalties thrown in the way of importiog foreiga 
corn during the war, the capital of the country nay bs? e 
been directed into a channel of higher national, (boogh 
not higher individual profits • . . 174 

This most always be the case, when the demand for domes- 
tic corn is such that the profits t)f cultii'atjon, joined to 
the rents created, exceed the profits of commerce sad 
manufactures • . . . jb. 

The rapid increase of population, as well as of wealth, dur- 
ing the period of the difficulties of importation, seems to 
confirm the supposition that the great quantity of capital 
which went to the land was prodoctively employed 

The position here laid down is limited, and depends opoo 
permanent iroprorements being made by capitalists irbo 
hare only a temporary interest in the results • ^• 

Under all the circumstances, it may be aafeJy asserted thsl 
the interest of no other class is so nearly connected witb 
the interests of the state as that of the landlord • ^^^ 
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Skct. X.-^emral Remarks on tiu surplua PrcAua cfAil^ 

It is extraordinary that the rery great benefit which sacietj 
derives from that surplus produce of the land which fonitf 
rent, should not yet he fully understood and acknow 
ledged '^'^ 

It has been called a bountiful gift of Providence ; hot Mr. 
Ricardo considers it in a very different light—passage 
quoted . . . . . ; ^" 

In referring to the value of any gift, we should speak of it 
in relation to the laws and constitution of our nature, and 
of the world in which we live ; and there could not be a 
more disastrous present to man than an unlimited povrer 
of producing food in a limited space • . * 

But if both land and food must in the nature of tbiogs be Uai' 
ited, the value of the land which man receives must ds- 
pend upon the number it will support, compared ffitb 
the number required to work it, or, in olber words, oo ^ 
the surplus produce . . * • u * 

If manufactures, by gradations in machinery, weretoyt^'^ 
a rent, inan would, as Mr. Ricardo says, laboar doi^ i 
but the surplus produce of the land, which is the foooda- 
iion of rent, is a measure of his relief from labour 
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Mr. Hicardo, who generally looks to permaneot aod find 
results, hasalivays pursued an opposite course in refer- 
ence to the rents of land • • • .179 

It is only by looking to temporary results, that be could ob- 
ject to Adam Smith's statement, that the cultivation of 
rice, or of potatoes, would yield higher rents than corn • 180 

Practically, there is reason to believe that, as a change from 
com to rice must be ^radtial, not even a temporary fall 
ofrent would take place • . .. ib. 

In Ireland the cultivation of the potatoe has been the main 
cause of the great increase of population and of rents 
during the last century • . . .181 

In comparing countries, under similar circumstances, with 
respect to extent and noantity of capital employed, rent 
will in general be nearly in proportion to natural or ac- 
quired fertility ..*... 182 

If this island had been doubly fertile, it would probably at 
this time have been doubly rich and populous, and the rents 
more than double what they are at present, and the reverse 
would have happened if it had been only half as fertile . ib. 

But though high rents and fertility generally go togethePp 
they cannot bear a similar proportion to each other, in 
countries so differently circumstanced as England and 
South America . • • • • ib. 

The fertility of the land, either natural or acquired is the 
only source of permanently high returns for capital ; be- 
cause the high profits of commerce aod manufactures must 
necessarily be destroyed by competition . .183 

The taxable income derived from the capitals laid out upon 
land in this country was above three times as great as that 
derived from commerce and manufactures . . . ib. 

The prosperity of a fertile territory does not, like that of a 
manufacturing state, depend upon low wages ; and while 
prudential habits among the poor, in a country mainly 
depending on manufactures, might ruin it ; they would* in 
an agricultural state, be the greatest blessings • .184 

It is not the least advantage of the surplus produce from the 
land that, under a system of private property, it affords a 
security against the whole of the society being employed 
in procuring necessaries . . . . 185 

Profits and wages may so diminish as to afford comparatively 
few means of enjoyment ; bnt rents will always increase, 
and furnish funds for arts, sciences, and leisure, so as to 
leaven the whole mass • . . • ib. 

Rents are attached to the soil, not to particular proprietors ; 
they are the rewatd of presetit, as wett as «f past emi^t^ 
tions, and as they teereasc Itill IM aifide4 mkMf gcmutf 
numbers • .186 
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The iaportance of the tvrpki prodncA which terniHiates io 
rent, can only be uaderrated by tboie who labour under 
■oiDe mistake at to its oeture aod ill effects on society 186 



CHAPTER IV. 
or TBB wAon or laboia. 



Sect. I.— Oji Uu Depemdanu ^ the Wages of LaJmr wpen %(|r 
WMDanmtuL 

The wages of labour are the remaneration to tbe labourer 
for his personal services, and may be distingaished into 
nominal and real • . • . . 187 

Nominal wages are the money earned by the labourer. 
Real wages are the necessaries and conveniences which 
that money will command . . . * ^ 

Wages are determined by the demand and supply of laboor, 
compared with tbe demand and supply of what is p>i<I 
for labour . • . . • * 

The principle of demand and supply determines the wages of 
labour, not only temporarily but permanently • • *^ 

The prices of the necessaries of life only affect wages as 
tbey affect the supply of labour, by Meeting the cost of 
producing it . . , . • • * 

Id all cases, where the cost of production does not affect 
the supply of labour, wages are not affected .* ^^ 

Adam Smith's position, that the money price of labour is 
regulated by the demand for labour, and tbe price of 
necessaries, is practically quite true ; but it is of impor- 
tance to keep constantly in view the mode in which the 
price of necessaries affects the price of labour * '^ 

In all tbe cases of different prices of labour in differeot ein- 
ployments, which Adam Smith has illustrated, tbe effect 
obviously depends upon causes which affect the supplj ot 
labour . . . , . .•'**' 

Adam Smith has, in general, referred to the principle of sup- 
ply and demand, in cases of this kind, but he has occasion- 
alfyfoigotit . . . . . • '^' 



Scot. II.-^lftf dmsn which frmdpaOy cguX Ae Bdis^ 
Ae labmmng Classes. 

flfr. Ricardo'i definition of the natural price of labour in* ^ 
plies m oMMol and mHMtQnil state of things 
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Tlie nttaral or neceMary price of labour is that price which, 
in the actaal ctrcnimtances of the society, is necessary for 
the reijaired supply . • 199 

The condition of the labonring classes depends partly opon 
the rate at which the resources of the country are in- 
creasing, and partly upon the habits of the people ib. 

Both these causes are subject to change, and often change 
together • . • • . ib. 

StiD, howerer, habits are different with the same increase 
of resources ; and an inferior mode of living is a cause as 
well as a consequence of poverty • . .194 

It would be desirable, though difficult, to ascertain the prin- 
ciple causes of the different modes of subsistance which 
prevail among the poor of different countries . • ib. 

From high 'wages two results may arise— either a rapid in- 
crease of population, or a decided improvement in the 
mode of living ....•• 195 

Whatever tends to depress the character of the poor, con- 
tributes to the first of these results ; whatever tends to 
elevate them, to the second . . ib. 

The most efficient causes of depression are, despotism, op- 
pression and ignorance ; the most efficient causes of ele- 
vation are, civil and political liberty and education • ib. 

Of the causes which tend to generate prudential habits, the 
most essential is civil liberty ; and to the maintenance of 
civil liberty, political liberty is generally necessary • ib. 

Education may prevail under a despotism, abd be deficient 
under a fi^e constitution ; but it can do little under a 
bad government, though much under a good one • 196 

Ireland is an instance where increasing produce has occa- 
sioned a rapid increase of population, without improving 
the condition of the people . . . . ib. 

Sngland, in the first half of the last century, is an instance 
oif high wages leading to an improved mode of living, 
without a rapid increase of population • .197 

The change from bread of an inferior quality to the best 
wheaten bread was probably aided by a change in the 
relative values of wheat, oats and bariey, occasioned by 
adventitious circumstances .198 

When wheaten bread had becone customary in some dis- 
tricts it would spread into others, even at the eipense of 
comfbrts of a different description • .199 
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Sbgt. III.— Q/* the Causes ivMcfc prmapaily u^fuime tke Dmni 
far Labauff and tke increase eflM PapdaHmu 

ftr 

A fall ID the valae of prodace* compared with the price of 
labour, will not always occasioo a proportionate increase 
of population • • . . . 200 

This disagreement between apparent wages and the pro- 
gress of population will be fortber aggraTated in those 
countries where poor laws prevail . . . 201 

The actual application of a greater quantity of food of some 
kind or other, to the maintenance of labouring families, 
is necessary to an increase of population ; and may ge« 
nerally be 'traced . . . , . 202 

The increase of population in America, Ireland, England 
and Scotland, of late years, may be traced to this caose. ib. 

What is mainly necessary to a rapid increase of popalalioo 
is, a great demand for labour, which demand is propor- 
tioned, not to an increase of capital alone, but of capital 
and revenue together. . . . . 203 

It has been thought that it is circulating capital alone which 
influences the demand for labour, not fixed ; but this dis- 
tinction, though just in individual instances, is not neces- 
sary in reference to the value of the whole produce . »»• 

In general, the use of fixed capital is extremely favouraWe 
to the abundance of circulating capital. This is shewn 
in almost all our manufactures • • 

On the use of fixed capital in agriculture mainly depends 
the cultivation of barren soils . • " ^ 

When however fixed capital increases so rapidly, compared 
with the demand for commodities, as to lower the value of 
the whole produce, a want of employment, and tcmpora- 
ry distress will be felt among the labouring classes • ^ 

The exchangeable value of the prodqce of a country de- 
pends partly upon price, and partly upon quantity * ^ ' 

It is from the union of the two, in the most favourable pro- 
portions that, under the existing physical resources of a 
country, the increase of wealth and the demand for W" 
bour are a maximum . • ' 



SfiCT. IV.— On Ou Effea ffaFattinthe Falue ^ *f5L?^ 
ike Demand far Labevr, and tke CandUian ef ihe m^^' 

The unfavourable eflfects of a fall in the value of money on 
the condition of the labourer, are not so certain as M ^^ 
been supposed . . . • ' 
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The fall in the real wages of laboar, from the end of the 
15th to the end of the 16th century, contemporary with 
the Mi in the value of money, is proved from authentic 
documents ...... 207 

But the question is, which wages were the most extraordi- 
nary, the high or the low • • . . 209 

During the reign of Edward III. the real wages of labour 
seem to have been as low as in the reign of Elizabeth .210 

In the intermediate period, they varied considerably with 
the varying prices of corn and labour ; but from 1444 
they were uniformly very high to the end of the century 212 

The very slight rise in the nominal price of grain, from 
the middle of the 14th to the end of the 15th century, 
in no respect made up for the diminished quantity of 
silver in the coin, so that the bullion price of corn fell 
considerably . . . • .213 

But the bullion price of labour rose considerably during 
the time that the bullion price of com fell ; and if Adam 
Smith had taken either labour or a mean l)etween corn 
and labour as his measure, instead of corn, his conclu- 
sions respecting the value of silver would have been very 
different . . . . . . ib.* 

But to shew that the wages of labotir were peculiar during 
the last sixty years of the l^th century, it is necessary 
further to compare them with periods after the depre- 
ciation of money had ceased . . . 214 

The earnings of the labourer, during the last sixty years 
of the 17th century, after the depreciation of money 
had ceased, were lower than in the reigns of Elizabeth 
and Edward III . . . • ib. 

From 1720 to 1750 the price of com fell and the wages ef 
labour rose, but still they could command but little more 
than the half of what was eamed in the 15th century .217 

From this period com began to rise, and labour not to rise 
quite in proportion ; but during the forty years from 1770 
to 1810 and 11, the wages of labour in the command of 
corn seem to have been nearly stationary . ib. 



Sect. V.-^n the dmdusians to be drawn from the preceSng 
Review of the Prices of Corn and Labour during the Five last 
Centuries, 

From this review it appears, that the great fall of labour in 
the 16th century must have been occasioned more by the 
unusual elevation it had before attained, than by the dis- 
covery of the American mines ; and that the high wages 
of the 15th century could only have been occasioned by 
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some temponury caases, which lacreMed the lektive 
supply of corn compared with labour • . 218 

Such high wages, whatever might have been their caassfi 
must have fidlen during the next centuryt if the Amwi* 
can mines had not been discovered • . 210 

There is reason to think that a rise in the price of con* 
occasioned merely by a iaU in the value of moiiej» woeU 
not injure the labouring classes for Biore than a few 
years • . . . ft. 

Another inference which we may draw from this review is, 
that, during the hist 600 years, the com wages of Isbov 
in England have been more frequently under than abof a 
a peck of wheat . • • • • ^^ 

A third inference is, that the seasons have a very grestki- 
fluence on the prices of com, and the real wages of Is- 
• boor, not only for two or three years occasionaUy» M 
for fifteen or twenty years together • . . 2f 1 

The periods of the lowest wages have generally oceurrsd 
when a rise in the price of com haa taken plaoe aader 
circumstances not nvoond>le to a rise in the price of 
labour ; it was the rapid increase of population dariitg 
the reigns of Heniy VIIL and Elizabeth, which preveat- 
ed wages from rising with the price of com • • ^ 

If the discovery of the American mines bad found the pes* 

Seaming less than a peck of wheat instead of hsif • 
hel, the increase of resources, daring the 16th cea- 
tury, would have raised the com price ^ labour, not- 
withstanding the increasii^ money price of com • 223 

If the price of labour from 1783 to 1814 bad not beeD kept 
down by artificial means, it would have risen quite is 
pmportion to the price of com • * ^' 

In estimating com wages it has not been possible to aiaks s 
distinction between a fall of com and a rise of hiboor, 
although they have a different effect on the demand /or 
labour, and the increase of population. • .• ^^^ 

Wheat has been taken, as the usual grain consumed in ditf 
country, but wherever or whenever that is not the C8is» 
wheat W9ges are not the proper criterion of the encoor- 
igement given to population . / ^ 

The quantity of the customary food which a'labouring ftmi- 
ly can ai^ually eam thmi^i^ut the year, is at once the 
measum of the encouragement to popolatioD, and of 
the condition of the labourer • * ^ 

The pradential habits of the poor can alone give tbem tbe 
command over a ftir proportion of the necessaries sod 
conveniences of life, from the earliest stage ef socieTf to 
the latest. . . . . • '*• 



SUMMARY. 437 

Mr. Rieardo's measure of the yalae of labour relates rather 
to the rate of profits than the condition of the labourer, 
and win be considered in the neit chapter • . 9K 



CHAPTER V. 
•p THX PBonrs OF GAPrrix, 



Sect. l^—Of Prtfits ob agkUd hg Hu increasing DifficuUy of 
procuring the Means tf Suhsistmcc. 

Capital ought, properly speaking, to be distinguished from 
stock. Definition of each • . . ftiB 

Profits are the difference between the value of the ad- 
yances necessary to produce a commodity, and thevahie 
of the commodity when produced • ib. 

The rate of profits is the proportion which this difference 
bears to the value of the advances, and it varies with 
all the causes which aher the proportions between the 
vdues of the advances and of tiie produce • €29 

The main advances necessary to production consist of la- 
bour; and the two chief causes which influence the 
eipense of labour are the di£5Knilty of procuring ibod, 
and the quantity given to each labourer ib« 

Each of these causes is alone sufficient to occasion all the 
variations of which profits are susceptible . • ib. 

If the first cause operated alone, and the wages of labour 
were always the same, profits would regularly fall as 
poorer land was taken into cultivation • ' . . SdO 

Ih this case, profits would be nearly in proportion to the 
fertility of the last land taken into cuftivation . . ib. 

But uniform com wages during the regular progress of cul- 
tivation and population involve a contradiction .231 

We may suppose, however, an uninterrupted progress of 
capital and population ; and then, as poorer land was cul- 
tivated, less and less must be divided between labour 
and profits • . . • . • ik 

If the labourer could diminish his physical wants in propor- 
tion to the difficulty of production, the rate ot profits 
might remain the same ; but as he cannot, labour will 
absorb a larger proportion of the produce, and profits 
must fall ... ... 232 

Profits and real wages would be highest at first, and^would 
gradually diminish together, till they both came to a stand 
at the same time • . . • • 233 
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Profits in maDufactures and commerce would also fall, owing 
to the high value of corn and labour compared with other 
commodities, and the consequent increased eipeoce of 
producing these commodities, compared with their valoe 
when produced ..... 233 

In this progress, the rate of profits is UntUed bj the powers 
of the last land taken into cultivation ; but limitation is 
essentially different from regulation • • • 234 



Sect. IL— (^ Profits as affecUd by the Pruparfum tvMdb C^Uai 
bears to labour. 

The second main cause which, by increasing the amount of 
the advances, influences profits in the proportion which 
capital bears to laboar .... 234 

When capital is really abundant compared with labour, pro* 
fits must be low, and no facility of production can occasion 
high profits, unless capital is scarce . . . 235 

If, while the capital of a country continued increasing, its 
population wpte checked by some miraculous influence, 
every sort of gradation might take place in the rate of 

r profits, from this cause alone . . . . ib. 

Profits would be high at first, and would be gradually dimi- 
nished, as capital continued to increase faster than labour, 
till the motive to accumulation ceased . • . ib. 

Profits, in the case supposed, would be afiected in the same 
way as at present, but rents and wages very difiierently 236 

Rents and profits would be low, because the supply both 
of land and of capital would be abundant, and the wages of 
labour would be high biecause labour would be scarce ; 
and thus the value of each would be determined by the 
principle of supply and deman4 . • . iU 

If the land of a country were supposed to be all of the same 
quality, and all fertile, but limited in quantity, profits and 
com wages would finally be low, and rents very high . 237 

The effiects which would result from these suppositions shew 
that the successive cultivation of poorer land is not neces- . 
sary either to low profits or high rent . ib. 

The efiects of the former of the two suppositions on wages, 
shew the prodigious power which the labouring classes 
possess, if they chuse to exercise it, of securing to them- 
selves a large share of what they produce . . ib. 
' In the progress of wealth, capital and population do not 
keep pace with each other, and their diflierent rates of 
increase at different times occasion great temporary va- 
riations in the rate of profits . . . . 238 

Though the government long annuities are tending constantly 
to a diminution of value, yet, from an abundance of capi- 
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tal, they may be bi^r instead of lower, after the lapse of 
above tweoty years . . . . 239 

UpoQ the same principle, we should fall into great practi- 
cal errors, if we were to estimate the rate of profits with 
reference only to the difficulty of procuring the food of 
the labourer . . ^ . • ib. 

Yet it is on this canse alone that Mr. Ricardo dwells in his 
Chapter on Profits ..... 240 

If the premises were such as Mr. Ricardo supposes, his con- 
clusions would be just ; but as other powerful causes are 
in operation besides those which he has contemplated, 
his conclusions must contradict experience ib. 

Profits do not depend, as stated by Mr. Ricardo, on the 
quantity of labour required to provide the necessaries of 
the labourer . • . . ib. 

If by the necessaries of the labourer be meant what Mr. 
Ricardo calls the natural wages of labour, the proposition 
is untrue ; because profits must obviously be affected by 
the varying ^onf^y as well as vabte of necessaries paid to 
the labourer • • . . . .241 

If by necessaries be meant the actual earnings of the labour- 
er, the proposition is essentially Incomplete, as it quite 
omits the causes of high or low com wages ifr. 

Ib determining the quantity of food awarded to the labourer, 
the principle of demand and supply and competition 
brought forward by Adam Smith, and rejected by Mr. 
Ricardo, must be referred to . • • . 24f 

There is no other cause of permaauntly high profits than a 
deficiency in the supply or capital 

The differences in the rate of profits, occasioned by the 
different proportions of capital to labour, in such countries 
as Poland and America, hardly form any part of Mr. 
Ricardo^s theory of profits • • • ib. 

It is not meant to underrate the importance of that cause of 
the fall of profits, which has been almost exclusively con- 
sidered by Mr. Ricardo. It is of such a nature as finally 
to overwhelm every other • • • • . 243 

But though its final power be so great, its progress is very 
slow, and other causes are producing effects which entire- 
ly overcome it fer a considerable length of time • . ib. 



ib. 



Sbct. hi.— ^ PrefiU as i^tcUd ly the Causes practicaUfy in 
cywriifiofi. 

In the actual state of thmgs, the two causes already noticed 
will act in conjunction, and will be further modified by 
others • • . .243 
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If, at fk^ MMe thnB that poorer land if 0«ce«aiiTtlj cnltiTat- 
ed, agpricultural improTements are taking phoe* the in* 
flaenee of the latter caase in raiaiiig profits nmy sere 
than cemterbalanee that of the former in loweriiig them 144 

The tame effect in checking the natural tendencj to a fall of 
profita will he produced by an increase of personal oxer* 
tiona among the lahonring clamet • • . ifai 

The two circumstances just noticed tend to diminish the 
eipenae of production ; but profits vary also with pricoiy 
as well as costs * • • • • 246 

A considerable eiect on profits therefore may be oocaaiott* 
ed by a rise in the price of com, without a proportioiiale 
rise in the costs of production • . . ib. 

These three cireomstances hare all a tendency to cdunter^ 
act the effects of cultirating poorer land ; and it is not 
easy to say to what extent^hey may balance or ofoicoBse 
them • • • t4(t 

The reason why agriculture profits are chiefly dwelt upon 
is, that the whole stress of the question depeada upon 
them • . . . ib. 

But foMj allowing the finid opentfion of that caose of the 
iall of profits, winch depend upea the state of the land, 
yet from its slow progress, and the counteraction of other 
causes, ample play is left for the principle of compatitiea ihu 

This may be illnstrated by facts which have oocnnred in 
our own country ..... 247 

la the early part of the last century, the interest of money» 
and the profits of stock, were much lower than at the 
beginning of the present, notwithstamfing g^eat quantitiea 
of fresh land had been taken into cultivation in the in- 
terval • • . • . • .• ib. 

The different rates of interest and profits at these two peri* 
eds are diametrically opposed to the theory of profits 
founded on the natural quality of tlie last land taken into 
culti<vatiott ..••.• 849 ^ 

The circumstances under which Aese iacts took piece shew 
that they were connected with redundancy or deficicsncj 
of capital ; and the question is, whether this prinoipla 
could operate so fireely as to overcome the effect of tak- 
ing poorer land into cultivation • • • 249 

In the first period, apparently a period of redundant capi- 
tal, com fell, and wages rather rose, which would ac- 
count at oace for tow profits of stock • • ; ih. 

In the second period, a period when capital was in great 
demand, all those causes seemed to be in operation 
which tend to counteract the effects of taking poorer 
land into cultivation ..... 250 

The increased rate of agricultural profits from 1793 to 1813 
arose more from the increased amount of i^cultural pro- 
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dace, ^itaiDed by the same DOmber of famtliet, than 
from a dimimition of corn wages • • 1^50 

Thoogh some of the caases noticed were in part acciden- 
tal, yet in contemplating afotare period^ we may lay our 
account to their operation, in a considerable degree^ 
when the occasion calls for them ^ . . 252 

The profits of stock will probably be higher at the begin- 
ning of the 20th century than during the next twenty 
year*, if the more distant sera shoald l^ a period of war 
with a great demand ibr capital, end the nearer one 
a period of peace with a redundant capital . . 253 

In dwelling exclusively upon the relative abundance and 
competition of capital, as the cause of falling profits, 
Adam Smith is practically nearer (be truth, than those 
who dwell almost exclusively on the quality of the last 
land taken into cultivation • ib. 



Sect. IV.— Remarks an Mr. Rieardo's Theory rf FroJUe. 

Mr. Ricardo's Theory of Profits depends upon the position, 
that wages and profits always form together the same 
valae« onder any variations of money wages ; but this 
position being unfounded, the money wages of labour 
cannot regulate the rate of profits • • . 254 

This conclusion will appear still more strikingly true, if 
we suppose the precious metals to be obtained by a uni- 
form quantity of labour unassisted by capital, in which 
case they would retain more constantly the same value 
than in any other • • . • ih^ 

On thte supposition, all the same efi*ects on profits which 
Mr. Ricardo ascribes to the rise of money wages 
would take place from a fall in the money prices of com- 
modities and a small rise in the price of corn . • ib.. 

The principle of demand and supply would determine the 
degree in which prices would fall ; and these prices, 
compared with the uniform price of labour, would regu- 
late the rate of profits • .285 

Mr. Ricardo never conteinptates the fall of prices as oc* 
casioning the fall of profitSg although in many cases it 
will be the main cause of such fall, and will obviously 
be occasioned by competition . . • ib. 

Upon the principle of competition, there is reason to think 
that the profits of stock in this country would not be 
higher if the price of com were greatly reduced by im- 
portation ...... 256 

Permanent improvements in affricukure afibrd the largest 
arena for the employment of capital without a diminu- 
tion of profits * . . ,259 
66 
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A vory extensire territory with the aoil of a poor quality, 
yet oearly all capable of coltifation, might, by cootino- 
ed improretneots id ,agncaltore, omplov a Tast naia of 
capital forhuodreds of years with little fall of profits • 258 

A small fertile territory, though it should freely import 
com, might have its profits greatly reduced before it had 
employed one third of the capital which had beeu laid 
oat in the former case • • • . ih. 

The fall of profits in a country which imported a consider* 
able part of its corn would probably be occasioned, not 
by a rise in the bullion price of com, but by a fall in 
the bullion price of the goods with which it was pur* 
chased • • • . . • 259 

In the largest article of our exports — cottons, the fall in 
the wages of labour, which ought to have been accom* 
panied by high profits, according to this theory of pro- 
fits, has, in fact, been attended with falling profits . ib. 

[fit be said that the cotton trade is confessedly glutted, it 
may be asked whether any considerable trade can be 
pointed out where high profits call for additional capi- 
tal 259 

It must be allowed then, that, in looking to the causes of 
the fall of profits, we take a view of but one half of the 
question if we consider only the rise of wages and not 
the fall of commodities » . . • 260 

On every supposition, however, the great limiting princi* 
pie, which depends upon the increasing difficulty of pro- 
curing subsistence, is always ready to act, and must final- 
ly lower profits ; but even this principle acts according 
to the laws of supply and demand . . . ib. 

The reason why profits must fall as the land becomes more 
exhausted is, that the efiective demand for necessaries 
cannot possibly increase in proportion to the increased ex- 
pense of producing them . . . • ib. 

The further demand for com must cease when the last 
land taken into cultivation will but just replace the capi- 
tal and support the population engaged in cultivating it . ib. 

But what would be the efiect on profits of any particular 
amount of accumulation could not be predicted before- 
hand, as it must always depend upon the principles of de- 
mand and supply ..... 261 
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CHAPTER VI. 

Of THB DlVrOICIIOIC BBTWBBW WSALTH AMD VALUS. 



A coantrj poMeasing the greatwt abundance of commodi* 
titles without labour might be rich without exchangeable 
▼alne . . . ... 262 

Bat ID the real state in which naan is placed on earth, 
wealth and exchangeable value are more nearly connect- 
ed than they have sometimes been supposed to be . ibi 

When more commodities of the same quality are obtain- 
ed by improved machinery at the same cost* the distinc- 
tion between wealth and value is obvious ; yet even here 
the possessor of the increased quantity is only richer 
with a view to consumption, not to exchange . 26o 

In comparing objects of different kinds, there is no other 
way of estimating the degree of wealth which they con- 
fer, than by the relative estimation in which they are 
held, evinced by their relative exchangeable values . 263 

Wealthy however, does not always increase in propoition 
to increase of value ; but neither does it increase in pro- 
portion to the mere quantity of commodities, if they are 
not suited to the wants of the society . . 264 

Wealth depends partly upon the quantity of produce, and 
partly upon such adaptation of it to the wants and pow- 
ers of the society as to give it the greatest value . ib. 

But where wealth and value are the most nearly connect- 
ed, is, in the necessity of the latter to the production of 
the former . .... 265 

It is the value of commodities, or the sacrifice which peo- 
ple are willing to make in order to obtain them, that, in 
the actual state of things, may be said to be the sole 
cause of the existence of wealth in any quantity . . ib. 

The market prices of commodities are the immediate 
causes of all the great movements of society in the pro- 
duction of wealth, and these market prices express their 
exchangeable values ..... 266 

The term value, or value in exchange, is always understood 
here in the enlarged sense explained in Chap. II., and 
never in the more confined sense used by Mr. Ricardo . ib. 
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CHAPTER VII. 

M im MMIAUTB CAVns 9r TBB noOMXM OF WXALT& 



Sect. I. — StaiemefUofOupafiicularObfecl tf Inquiry* 

The particular object ofioquiry is to trace the causes which 
are most effective in calling forth the powers of pro* 
ductioD io different countries ... 268 

Moral and political causes are, in this respect, of primary 
importance ; but it is intended chiefly to consider those 
which are more directly within the province of political 
economy . . • . . • ih» 

Many countries, with great powers of production, are poor^ 
and many, with scanty powers of production, are compa- 
ratively rich, without any very essential difference in the 
security of property . . • . . S69 

If the actual wealth of a country be not, after a certain pe- 
riod, in some degree proportioned to its powers of pro* 
duction, there must have been a want of stimulus to 
produce ; and the practical question for consideration is. 
what is the most immediate and effective stimulus to the 
progress of wealth • • . . • 269 



Sect. II. — Of an Increase rf Population considered aa a Stkmthis 
to Ac continued Increase of WeaUh. 

ff want alone, or the desire of the necessaries of life among 
the labouring classes, were a sufitcient stimulus to pro- 
duction, the earth would have been comparatively full of 
inhabitants • • . • 270 

A man whose only possession is his labour can make oo 
effectual demand for produce if his labour be not wanted ib« 

To justify the employment of capital, there most be a de- 
mand for the produce of it, beyond that which may be 
created by the demand of the workmen employed . 271 

The effect of the increase of population to raise profits by 
lowering wages must be very limited, and must soon be 
checked by want of demand . • . . ib. 

By a reference to experience, it will be found that those 
states often make the slowest progress in wealth where 
the stimulus arising from population alone is the greatest 272 

The practical question is, whether the pressure of the 
population hani against the limits of subsistence is an ade- 
quate stimulus to the increase of wealth ? And the sUte 
of most countries of the world determines the question in 
(he negative . . ib. 



StmifART. 446 

9*CT. Ilt..-<y' JMMHMlifmi, M- Ae Srnring from Rmmu U 
add to CamUd, cmuidend as a Stmmbu to the ImertaH ^ 
WtaUh. 

Vtai 

Those who reject mere popnlatioo at ao adequate ttioiQlat 
to the iocrease of wealth make e?ery thing depend opoo 
BCComulatioD ; and there it certainly no other mode of 
iocreaaing capital than the taving from re?enue to add 
to it . . . . . 273 

But we have to inquire what it it that dispotet nations to 
accumulate, and renders accumulation effective to the con« 
tinaed increase of wealth • .lb. 

The saving from revenue to add to capital may increase 
produce faster than the demand for it ... 274 

It has 1>eeo thought by some able writers that a glut of com- 
modities cannot be general ; but this doctrine seems to 
be unfounded . • • • ib. 

As a matter of fact« it is not true that commodities are 
always exchanged for commodities. The great mass of 
coDDmodittes is exchanged for labour, and maj fall in 
▼alue compared with such labour • • • ib. 

A general fall in the value of commodities compared with 
labour, so as to lower profits almost to nothing, is pre- 
cisely what is meant bv a general glut . 276 

M. Say, Mr. Mill, and Mr. Ricardo appear to have fallen 
into some fundamental errors in the view they have taken 
of this subject . • . • • . ib. 

lal They have considered commodities in relation only to 
each otheri and not in relation to the wants of the con- 
sumers • . • • . ib. 

If commodities were only to be compared with commodi- 
ties, their doctrine would be true ; but compared with 
the wants of the consumers, they may fall so as to check 
both the power and will to accumulate \ . . ib. 

Effectual demand is not merely the offering of one commo- 
dity for another : they may both command no more la- 
bour than they have cost, in which case there would be no 
effectual demand for either of them . . . 2^% 

A new commodity thrown into the market, which yields 
high profits, is very different from a mere increase of 
quantity, and will certainly increase demand ; because it 
implies a better adaptation of the produce to the wants of 
the society . . • • . . ib. 

Mr. Ricardo acknowledges that there m^ be a temporary 
^nt of commodities when capital increases faster than 
labour ; but this is allowing that capital may be often 
redundant ...» . . 277 
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Another error on this sabject is, the not considering the in* 
flaence of so important a principle in homan nature as 
indolence, or the love of ease . • . • 278 

It h/is been supposed that if a body of fanners and a body of 
ibanafacturers produced each luxuries as well as neces- 
saries, there never could be any difficulty as to a market 
for them . • • • . ib. 

But this is taking for granted that luxuries are preferred to 
indolence, and that the profits of each party are consu- 
med as revenue — the vei^ points in dispute . . ib. 

A preference of indolence to luxuries, in either of the par- 
ties, would immediately occasion a want of demand ; and 
history informs us, that such a taste for luxuries as will 
properly stimulate industry is a plant of slow growth . 359 

The third, and most important error, consists in supposing 
that accumulation ensures effectual demand . • 279 

Mr. Ricardo considers 10,000^. spent or saved, as equally 
demand^ though for different objects . • ib. 

On this principle it is thought that a general saving in con- ' 
veniences and luxuries would only lead to the production 
of a greater quantity of necessaries ; but this could not 
happen without a total change in the motives to accumula- 
tion • • • . • . « ib. 

The definition of fertile land is, land which will support a 
much greater number of persons than are necessary to 
cultivate it ; and if the landlord were to save this sur- 
plus, that is, employ it in setting more labourers to work 
on the land, he would impoverish instead of enrich himself 280 

When the cultivators found that they could not realize their 
surplus, thev would cease to employ the same quantity of 
labour on the land ; and such parsimonious habits, by 
destroying the motive to cultivate well, would render 
a country, which had been rich and populous, compara- 
tively poor and unpeopled • . . • ib. 

In the case of the body of farmers and manufacturers before 
supposed, all would go on well while they mutually con- 
sumed each other's products and luxuries ; but if they 
began to save for the future, a want of demand would be 
immediately felt . . . .281 

If the cultivator were a tenant, the additional care and labour 
bestowed upon the land would be entirely thrown away ; 
if he were a landlord, he could not cultivate his land to 
the greatest advantage with regard to the future, without 
altering his habits or throwing away the surplus . . 282 

The body of manufacturers would be still less able to im- 
prove their condition by saving ; and it appears quite cer- 
tain that a passion for accumulation must lead to a supply 
of commodities beyond the demand for them . . 283 
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It U a, most important error therefore to couple the pauion 
for expenditure and the passion for accumulation together, 
as if thej were equally calculated to ensure demand • 283 

In the diFision of the produce, labour might absorb the ral- 
oe of a large proportion of manufactured commodities, 
owing to their cheapness, although it might be ill paid in 
necessaries . . . • • • 284 

In agriculture, all the parts of the same produce might not 
be of the same Taloe. The wages of the labourer cannot 
sink below a certain point, but a part of the supply of 
com might lose the character of wealth • . 286 

If the cultivator could only employ a diminished capital on 
his land at a tolerable rate of profits, and could find no use 
for the remainder, it would be the same to him as if pro- 
fits were generally lowered • ... 286 

If all that was lost by the capitalist were gained by the 
labourer, the evil would be temporary, as stated by Mr. 
Ricardo ; but saving, pushed beyond a certain point, will 
destroy profits, and throw labourers out of employment 
at the same time . • . ib. 

Parsimony and even a temporary diminution of consumption 
are often useful and necessary ; but no nation can sof- 
Mfy grow rich by an accumulation of capital arising from 
a permanent diminution of consumption . • ib. 

The limits to such an accumulation of capital as shall not 
be attended with a rapid diminution of the motive to ac- 
cumulate may very easily be passed . • . 287 

The laws which regulate the rute of profits and the pro- 
gress of capital bear a striking resemblance to the laws 
which regulate the wages of labour and the progress of 
p<^ulation • • • • . ib. 

Mr. Kicardo has not been satisfied with shewing that the dif- 
ficulty of procuring the food of the labourer is the only 
absi£tUiy neeessary cause of the fall of profits ; but be has 
gone on to say that there is no other cause that has any 
degree of permanence • • • • ib. 

Population may be redundant compared with the demand 
for it and the actual means of supporting it, although it 
may be greatly deficient compared with the extent and 
capabilities of the territory . . 288 

In the same manner, capital may be greatly deficient com- 
pared with the territory and population, though redun- 
dant compared with the effectual demand for commodi* 
ties and the capital that is to produce them • • ib. 

The first thing wanted in both these cases is a demand for 
commodities by those who are able and willing to pay an 
adequate price for them . . . « 28d 
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The recoTerj of capital daring a war is rapid, for the i 
reasoo that the recovery of popalation ia rapid after it 
has heen suddenly dimioished . . 289 

Jd neither case would the same rate of increase have taken 
place withoift the previous diminntii^n . 290 

It IS equally vain, with a view to a permanent increase of 
wealth, to posh saving to excess, as to push popalation 
to eicess • • • ib. 



Sect. IV.— {y tlu FerHiiHf cf the SoU censUered as a Sttmu/u^ 
to Ike cofiiinmed Imreaae if Wealth. 

A fertile soil gives at onc€ the greatest natural capability of 
wealth that a country can- possess ; and in speaking of 
the deficient wealth o( a fertile country, it is meant to 
speak comparatively rather than positively . 291 

The settlers upon a very rich soil, with a vicious division 
of property at first, and unfavourably situated with re- 
gard to markets, ought increase very slowly in wealth 
and popalation, and would be very likely to acquire indo- 
lent habits • . • • . ib. 

It is foood by experience that those who have the command 
of labour do not always employ it so as adequately to ad- 
minisler to their wants and wishes. The establishment 
of the finer manufactures has always been found to be a 
work of time and difficulty .... 282 

An individual workman has the power of devoting more 
time to luxuries, the less time he is obliged to employ in 
procuring food ; a whole nation possesses a similar pow- 
er, but it is practically very seldom exerted • . 293 

The conveniences and luxuries of life would be scanty, if 
the actual producers of them had no other motives than 
the desire of enfoying them : it is the want of necessa- 
ries which mainly stimulates the labouring classes to 
produce luxuries ..... 294 

At an early period of cuMvatioo, when only the richest 
soils are worked, it is generally found that the greatest 
pro|x>rtion of the people is employed upon the land, 
which is just contrary to what would happen if it were 
true that, the more easily food is procuiH^, the more 
time will be spent in the production of luxuries • ib. 

In England, which bus pushed its cultivation farther than 
most countries, a smaller proportion of th« people is em- 
ployed on the land than in any large nation oi Europe, 
or of the world . • . .295 

If (hcility of production prevents the growth of naiional 
industry, the more fertile land may becpme practically 
unproductive . . . . . . ib. 
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lo the Mne manner » if the faeilitjr of procoriDg food ere- 
ate§ hafaiit of indoKeDce in the individual, be may prefer 
the luxury of working little to the lujcury of poMessiog 
conrenienoef and comforts .... 296 

The Mate of the Spanish dominions in America, as describ- 
ed by Homboldt, strongly illustrates these positions . ib. 

The produce of the banana, compared with the labour em- 
ployed upon it, is so prodigious, that the inbabitaots of 
the districts where it prevails will never, it is said, be 
roused from their excessive indolence till the cultivation 
ofit has been prohibited • . . 297 

Though the labouring classes have such ample time to 
work for conveniences and comforts, they are almost 
destitute of them ; and from improvident habits, suffer at 
times even for want of food • . • ib. 

This poverty is not confined to the lower regions of New 
Spain. In ascending the Cordilleras to the finest climates 
in the world, the state of things is not very different • 298 

Maize, which is the chief food of the people on the Cor- 
dilleras, very greatly exceeds in productiveness the 
grains of Europe • . . ib. 

Even in Mexico subsistence may be obtained by one or two 
days' labour in the week, yet the people are wretched- 
ly poor ...... 299 

The same poverty prevails in the country districts ; and 
famines, from the failure of the crops of maize, com- 
bined with the indolence and improvidence of the peo- 
ple, are frequent, and are mentioned by Humboldt as 
the most destructive check to population . . 300 

Such habits of indolence and improvidence necessarily 
act as formidable obstacles in the way of a rapid increase 
of wealth and population . . . . ib. 

The indolence of the natives is aggravated by their political 
situation ; but still it yields to excitement and demand, 
as is proved by the rapid cultivation which takes place in 
the neighbourhood of new mines . . ib. 

Except in the neighbourhood of the mines, and near great 
towns, the. effective demand for produce is not such as to 
induce the great proprietors to bring their immense tracts 
of land under cultivation . . . .301 

An Indian tenant, cultivating grain, would seldom be able 
to pay a rent equal to what the land would yield in pas- 
ture . . • . . . ib« 

Though the landlords have ample power to support a large 
population on their estates, they have not the will, and 
under a deficiency of commerce and manufactures, Span- 
ish America might remain for ages poor and thinly peo- 
pled, compared with her natural resources . 302 

67 



A66 SUMMARY. 

The actual poverty of New Spain, compared with ita pow* 
ers, ia juatly attrilmted by Hooilkoklt to a want of con- 
aumers, that is, a waot of eifecti?e deoMod • 90S 

That it ia the want of demand rather than the want of eapi* 
tal which retarda the progreai of wealth in New Spain, 
may be inferred from the abondanoe ef capital noticed by 
Humboldt 304 

Altogether, the attfte of New Spain atrongly iilQatratea 
the position, that fertility of soil alone ia not an ndeqnate 
stimulns to the increase of wealth . . ib. 

A similar conclaaion may be drawn from the state of Ire** 
land, where tlie introdoction of the potatoe as the isene- 
ral food of ^le working classes renders the iabenr necea- 
sary to maintain a family nnnaoally sosall • 906 

Ireland maintains a larger popolation than ia necessary for 
the quantity of work to be done, which nntimlly pro- 
duces habits of indolence ; and practically, those who 
have the command of necessaries and labour do not ob* 
tain what they want in retam • ib. 

The time which the Irish tabonrer has to spare does not« 
as appears from experience, put him in possession of 
an aro(rfe quantity of conveniences and Imniries • 906 

The Irish peasant has not been exposed to the nsual ex* 
citements which create industry, owing to the abundance 
of people compared with the work to be done ib. 

If the labour of the Irish peasant, whether in the hovse 
or in the field, were always in demand, his habits might 
soon change . • . • 907 

Capital alone would not accom|dish the object required^ aa 
in the actual state of the foreign and domestic markets, 
or in their probable state aAer the employment of snch 
capital, there would not be an adequate demand for ila 
products . ' . . . • ^90S 

In general, the checks which Irish manuftctures and pro- 
ductions have received, have Iwen more owing to want 
of demand than want of capital. Demand has genenUj 
produced capital, though capital has aometimes fiiiled to 
produce demand . • . • . 909 

Ireland might be much richer than England if her redon* 
dant popolation were employed in comoserce and mana- 
fiictures ; but to accomplish this object, a change of ha- 
bits would be more effectual than a premalore snpply 
of capital . • • . .910 

The state of Ireland leads to nearly the aame oondnaioM 
respecting the causes which mainly influence the pno- 
grass of we^h as the atate of New Spain • ib. 
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Skct. V,f^^ImwtMm§l0 airidki LAmatt ^^mUkred at a Sibm- 
Iiut0th4 cmUimiem Increane 9f WeaUL 

IbTentloDt to sire maoual kboor are generally called forth 
by the wants of maakind in the progreaa of improvemeet ; 
and therefore sehloni meeh eiceed thoae wanto * * 91 1 

Bot the same laws apply to aMchioery at to fertile land : a 
foil oae cannot be made of either without an adequate 
market • • ' ih. 

The natnral tendency of machinery ia, by cheapening the 
commodity prodooed, ao to tend the market for it« aa to 
inereaae ita whole raliie. Tbia baa been strikingly the 
case in the cotton trade ; and when .machinery 1ms this 
effect, its enriching power is predigioos * * ih« 

When capital and laboor are thrown oat of particular em* 
ployments by machinei^, the advantage derived from it 
may still be great, bot it dependa apoo a contingency * 31S 

If, to try the principle we posh it to agreat extent* and sup- 
pose that, without any exteoaioa c^ the foreign market, 
we could obtein all the cooNiiodities at present in use 
with one third of the laboor now applied, there is every 
reason to think that the eiertions of industry would 
slacken 313 

When the incoases of a country greatly depend upon indus- 
try and exertioa, there must be something desirable in the 
object to be attained, or the industry and exertion will 
not be called forth • * 314 

If, under a loss of foreign commerce, the efbrls to supply 
tastes already formed could be supposed to maintain the 
weaHh actually acquired, there is little ohance of its in- 
creasing ; and it certainly would not have reached the 
same amount, without the market of foreign commerce * 315 

Of this we shall be convinced, if we look at the quantity of 
our experts occasioned by nsaohinery , and the retoma we 
reeeive for them. We could not have found effective 
substltutea for such returns at home • ib* 

If, from the time of Edward I. we had had no foreign com- 
merce, our revenue from the land alone would not have 
approached to what it is at present, and still leas our re- 
venue from trade and manuiactures * 316 

Most of the states of Europe, with their actual divisions of 
landed property, would haive been comparative^ onpeo- 
* pled, without the excitements arising from manufoctures 
and extended mvkets * • ib. 

The eCeota of enr steam-engines, during the late war, would 
have been greatly diminished if wo could not have ox- 
ported their products * •317 
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Bj the application of machinery to the mines of America, 
the King of Spain might obtain great wealth ; hot the ad- 
Tantage would be comparative! v nothing, if the prodtictt 
could not be exported for a market * * * 317 

If, in this coantry, the products of our machinery could not 
be exported, there are no plausible grounds for saying 
that the capitals thrown out of employment would as ef- 
fectively increase the national Kvenue ibi. 

A country has unquestionably the pmvtr of consuming all it 
produces, and it has also the power of applying much 
more labour than it actually applies to production ; but it 
does not follow that these powers will be put into activi- 
ty without the usual excitements * * 311 

The presumption alwa}s is, that facility of production will 
open adequate markets ; but it must be allowed that, if 
it does not, its advantages are in a great degree lost * 319 

Accumulation of capital, fertility of soil, and inventions to 
save labour, are the three causes most directly favoura- 
ble to production ; but as they all act in the same direc- 
tion, and without reference to demand, they cannot afford 
an adequate stimulus to the continued increase of wealth ib. 



Sect. VI.— Qf O^ Neeeasih/ of a Union efike Powers ofFrodMOion 
mOi the Means ef DistrilnkUm^ tn ordirr to ensnre a conHnmeS 
Increase of WeaUh. 

To give effect to the powers of production, it is necessary 
that there should be such a distribution of the produce, 
and such an adaptation of it to the wants of those who are 
to consume it, as constantly to increase its exchangeable 
value • • • • • 320 

The stimulus to the increase of particular commodities is 
an increase in their market prices ; and in the same way, 
the greatest stimulus to the increase of the whole produce 
of a country, is an increase of its value, from a better 
distribution of it, before more labour and capital have 
been employed * * ' ib. 

If the produce of a country were so distributed as not to be 
suited to the wants and tastes of the consumers, it would 
greatly ftSi in value ; and if it were distributed so as to 
be better suited to their wants and tastes, it would rise in 
value • • . . . . 321 

Upon the improvement of the communications with the me- 
tropolis in this country, by turnpike roads and canals, the 
whole value of the produce rose considerably, and en- 
couragement was given to the employment of a greater 
capital • ib. 
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The exchangeable value of the whole prodace of a couDtry 
may be measnred for short period? by bullioD * * 32t 

For longer periods it may be measured by the labour, do« 
mesticand foreign, which the bollioa price of the produce 
will command • • • • • ib. 

General wealth, like particular portions of it, will always 
follow effective demand. When the whole produce will 
command more labour, wealth will increase ; when it will 
command less, the progress of wealth will be checked * 323 

Mr. Ricardo states that a given quantity of necesaaries will 
set in motion the same labour, whether they have been 
produced by the exertions of a hundred or two hundred 
men ; but tbi* cannot be true, unless we suppose that the 
real wages of labour are every where, and at all times, 
alike • • • • • ib. 

Id' the case of a diminished demand for produce, the capi- 
talist would soon lose lK)th the will and the power to em- 
ploy the same quantity of labour as before * 624 

An increase in the value of the produce estimated in labour 
teems to be absolutely necessary to an unchecked increase 
of wealth ; and to support this value, it is necessary that 
there should be such a distribution of the produce as to 
effect a proper proportion between produce and consump- 
tion • • • • • • • ib. 

If this value cannot be maintained under a rapid conversion 
of revenue into capital, how is that saving, which is ac* 
knowledged to be necessary, to take place without pro- 
ducing the diminution of value apprehended ? • • 325 

It may take place, and generally does take place, in conse- 
quence of a previous increase of revenue. It is this 
previous increase which gives the great stimulus to accu- 
mulation and makes it effective in the continued produc- 
tion of wealth • • • • • • ib, 

M. Sismondi limits the value of the produce of any year to 
the value of the revenue of the preceding year ; but this 
would preclude increase of value. A great increase of 
exchangeable value and demand may take place in any 
one year by a better distribution of produce, and a better 
adaptation of it to the wants of the society * • ib. 

The fortune of a country, like that of most merchants, it 
made by samgs from increased gains, and not from a di- 
minished expenditure • • • • • 326 

To estimate the increasing wealth of a country by the in- 
creasing value of its gross produce, is not to exalt the 
gross produce at the expense of the neat ; because im- 
proTements which increase the neat produce, generally 
mcreaae at the same time the gross prodace • • 327 
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No defimtioa of iMalih can b« jott that does nol embrace 
the grots produce. Thone who live oo wages are the 
most numeroQs and important part of the society * 327 

The interests of individoal capitalists prompt them to save 
labour ; and both theory and eiperience tend to show 
that these efforts tend oo the whole, greatly to increase 
the exchangeable valqe of the whole produce * 329 

ProdoctioB and distribution are the two great elements of 
wealth, which, combined in due proportions^ are able to 
carry it to its otmost possible limits * * ib« 



SxcT. VII.-^ ihi DfsfHMJM 9C9a»mti by ike DmsMn sf 
Landed Praperitf eongidend oi ihi meoM 9f increathig ths fir- 
dumgtabU Vabte if Of ftlMf Produce. 

The three causes most favourable to distribution are» the 
divisioo of landed property ; internal and external com* 
merce ; and the maintenance of unproductive consumers 330 

Id the first settlement of new colonies, an easy subdivision 
of the land is necesaary to give effect to the principle of 
po^olatifl«i • • ib. 

The rapid increase of the establishments in North America 
depended greatly upon the facility of settling new families 
on ihe land as they branched off frein their parent 
stocks • • • '331 

The vicious distribution of landed property almost all ov«r 
Europe, derived from the feudal times, was the main 
cause which impeded the progress of cultivators and wealth 
in the oniddle 9^t% « • - ib. 

The difficulty was not so much to inspire the rich with a 
love of finery as to divide their immense properties, and 
create a greater number of demanders, which ooold only 
be effected very gradually . . . • 332 

It is physically pomible for a small number of very rich pro* 
prieton and capfttalists to create a very large demand ; 
but practically, it has always been found that the exces* 
sive wealth of the few is never eqoiveleot, in effective de- 
mand, to the more moderate wealth of tl:^ many • * 333 

But though it be true that the division of landed property 
to a certain extent is favourable to the increase of wealth, 
is equally true that beyond a certain extent it if uiifii- 
vourable • • ib. 

It will be found that all the gieat results in political econo- 
my respecting weahh, depend upon propoKions ; and this 
important truth ia partknkurly ebvieos in the divis49».of 
leaded property '534 
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On tfie effects of « great SfsbdifigioD of property, an evperi- 
roent it oow making in France. The law of SQCcesaion 
divides property equally among all the children, and allows 
bot a small portion of it to l>e disposed of by will * 336 

Such a law would be of use in most countries of Europe for 
a time ; bot if it continue to be the law of France, it will 
lead to great poverty as well as equality * * ib. 

Such a state of property would be favourable neither to the 
maintenance of the present mixed government, nor to the 
continuance of a well constituted republic - 336 

But it would be a favourable soil for a military despotism. 
The army might easily be made the richest class in die 
coantry , and it would then possess ao infloeoee whick, in 
such a state of things, nothing could resist * * ib. 

In the British empire, the immense landed possessions which 
formerly prevailed have been divided by the prosperity 
of commerce and manufactures * -337 

A lai^ liody of middle claiwea has been feiteed from con* 
merce, manufactures, professions, &c. who are likelv to 
be oiore eflecttve demanders than small proprietors of land ib. 

Under these circumstances, it might be rash tocondode that 
the abolition of the right of primogeniture would increase 
the wealth of the countrv ; but if we could come to this 
conclusion, it would not determine the policy of a change 338 

There is reason to think that the British constitutioD coold 
not he nsaintained without an aristocracy ; and an effective 
aristocracy coold not be maintained wittiout the right of 
primogeniture * ib. 

It is not easy to say to what extent the abolition of the law 
of prioiogenitore would divide the landed property of the 
coootrv ; but the division would probably be onfiivourahle 
to good goremment * * ib. 

Ahbeogh therefore a marr equal ifistribution of landed pro- 
perty might be better than that which actually prevails, it 
might not be wise to abolish the law of primogeniture " 339 

Bot whatever laws may prevail, the principle will remain 
true, that the division of landed property is one of the 
peat means of dittribution which tends to keep op and 
increase the exchangeable value of the whole produce • 340 



SxcT. VIII.— Qf (If Disirihaim oeeasimei by Commerce, uUmmt 
emi exUntaL, considered aethe Means efincreetemg Ae extkmfge- 
Me Faku rf Produce. 

E veij exchange whkfa t Aes place in a eaiintry effeeta a dis* 
tribution of its commodities better adapted le the wants of 
the society, and calcnlated to gire a greater asarfceC videe 
lo the whole pradice -341 
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The Economists insisted that commerce only equalized 
prices which nrere in some places too high, and in some 
too low ; bat the effect of an advantageous exchange is to 
increase the amount of the value of both products • 341 

If internal commerce did not tend to increase the value of the ' 
national produce, it would not be carried on ; as it is out 
of this increase that the merchants concerned are paid ib. 

If it be allowed that the industry of a country is determined 
by the extent of its capital, still the value of the revenue 
so derived must depend upon the way in which this capi- 
tal is employed - * - * * • 348 

The whole produce of a nation may be said to have a mar- 
ket price in money and labour. When this price rises, 
produce increases ; when it falls, the increase of produce 
is checked * - * ' - 343 

It is only by referring commodities to a circulating medium 
that we can ascertain whether they are so distributed as 
to command a greater quantity of domestic and foreign la- 
bour • . . . . . • ib. 

From the harvest of 1815 to the harvest of 1816, the funds 
for the maintenance of labour were more plentiful than 
usual, yet, from defective distribution, they would not 
command so much labour as before • • . 344 

We have no right to assume that a great produce will always 
be effectively distributed and consumed. If the whole 
produce falls in money value, the distribution must be 
such as to lower profits and to discourage production . 345 

Referring to labour as the final measure of the value of the 
whole produce, its bullion value should be previously re- 
ferred to, in order to ascertain whether its distribution be 
such as to enable it to command labour in some propor- 
tion to its quantity . . • • • 346 

The distribution of commodities, occasioned by internal 
trade, is the first step towards any considerable increase 
of wealth and capital • • . • • 347 

The motives which lead to foreign commerce are the same 
as those which lead to an extension of the home trade — 
namely, an increase of profits, or the prevention of that 
^1 which would otherwise have taken place • ib . 

Mr. Ricardo says, that no extension of foreign commerce 

- can immediately increase the amount of value in a coun- 
try ; but this is quite contrary to facts, according to the 
common meaning of the term used . . . ib. 

A present from a foreign country, or the unusual gains of a 
prosperous adventure, may enrich some merchants, with- 
out proportionately impoverishing others, and therefore 
may increase the value of the whole • • 348 

The increased value so obtained will either command more 
labour, or pay the former quantity of kboor batter • 340 • 



SUMMARY. 4«7 

TboQgh the quantity of money be not immediately in* 
creased, yet the whole produce will be estimated at a 
higher vidue . . ... 349 

In general, however, a very favourable foreign trade leads 
to an importation of baUion from some quarter or other 350 

If the demand for foreign commodities increases, it does not 
follow that the demand for home commodities must pro- 
portionately diminish . . . . ib. 

The demand for foreign and home commodities, taken to- 
gether, may be limited by the national revenue ; but the 
national revenue is at once increased by the increased 
profits of the foreign merchant, without a proportionate 
diminution of revenue in any other quarter • 351 

When the increase of commodities derived from foreign 
commerce is not accompanied by an increase of value, a 
stagnation in the demand for labour is immediately per- 
ceptible, and the progress of wealth is checked • ib. 

it is not the same to the labourer whether wages rise, or 
provisions fall. In the first place he is sure of full em- 
ployment ; in the other case, he may probably be thrown 
out of work • • • • • , ibi 

A great fall in the price of particular commodities is per- 
fectly compatible with a continued and great increase in 
the whole value, both of the commodities themselves and 
of the general produce .... 352 

Even in the cases where the whole value of the particular 
article diminishes, it does not follow that the value of the 
general produce will be diminished ; but if it be, either 
temporary or permanent distress will be felt . . 353 

The specific and immediate cause of a general brbkness of 
demand is such a distribution of the produce, and such an 
adaptation of it to the tastes and wants of tho society, as 
will give its money price an locreased command of domes- 
tic and foreign labour .... 354 

The progress of the United States of America, and of this 
country from 1793 to 1814, and all the striking instances 
of a rapid increase of demand and wealth, will answer to 
this test • • . . • . ib. 

But no instance can be produced of a country engaged in a 
successful foreign commerce, and exhibiting an increasing 
plenty of commodities, where the value of the whole pro- 
duce estimated in domestic and foreign labour has been 
retrograde or stationarv .... 355 

The natural tendency of foreign trade, as of all sorts of ex- 
changes, by which a distribution is e£fected, better suited 
to the wants of society, is immediately to increase the val- 
ue of that part of the national revenue which consists of 
profits . ... . ib 

58 
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Mr. Rkavde cOMtdera foreign trade chiefly as the me«9 of 
obtaiQipg A^mr comoifKiitiei ; but tbis is only lookiog 
to one half of its adrantages, and probably not the laiger 
half V^^ 

We must estimate the ad? antages of the greatest part of 
oor foreign comnierce upon a different principle, namely* 
that of exchanging what is wanted less, for what is wanted 
more • • • • ... 337 

Foreign coBiraerce therefore, and all extension of markets, 
moat be considered as pre-eminently fovourable to that 
increase of ralae which arises from distribution • ib. 



'Sect. IX.— Cytfe DiOntnOion oeeasianed by uf^reduOke Con- 
sumerst considered as the Means of increasing the exchangeable 
Value rf the nihsU Prodkce. 

If, under a rapid conversion of unproductive into productive 
labour, the demand, compared with the supply of mate- 
rial products, would prematurely fail, it lollows that a 
country with great powers of production must possess a 
body of unproductive consumers • • • ^^^ 

In the fertili^ of the soil, the powers of machinery, and the 
motives to exertion, under a system of private property, 
nature has made a provision for leisure ; and if it be not 
accepted, the progress of wealth will be impeded rather 
than accelerated . . . . • ib. 

The most advantageous proportion of the unproductive to 
the productive classes cannot be determined. It will 
vary with the fertility of the soil and the iogenui^ of the 
people • . . . . . ib. 

It will vary also with the different degrees of coosomptioQ 

which may prevail among the producers themselves . 35& 
Capitalists, though they have the power of consumii^ all 
their profits, have seldom the will, as it is generally the 
great object of their lives to save a fortune • • ^h. 

It is not true that the desire of consumption is commensu- 
rate with the power* Merchants and manufacturers, as a 
body, have such a tendency to save^ that they could not, 
among themselves, find an adequate market for what they 
produce ... ... 860 

Without a sufficient number of other consumers to enable 
the merchant to realize his profits^ he must either con- 
some more himself, or produce less ; and if he adopt the 
latter course, the wealth of the country must necessarily 
suffer • • • • . . ib. 

Mr. Ricardo seems to consider saving as an end ; but in re- 
ference to national wealth, it can only be considered as a 
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means*; and a safing owiag to cheap cemoio^ea hat a 
totallj different effect from a aaving in coateqiieiice of 
high profits • • • . • • 361 

National saving, considered as the means of increased pro- 
duction, most be limited bj the amoont which can be 
adfrantageonsljT employed in snpplyiog the actual demand 
for produce • • • • • • ib. 

The tendency to consume is powerfully counteracted by tlie 
love of indolence, and the desire to save in order to better 
our condition. Both capital and population may be re- 
dundant compared with the effective demand for produce 362 

It is true that wealth produces wants ; but it is a still a more 
important truth that wants produce wealth. The great- 
est difficulty in civilisdng and enriching countries is, to 
inspire them with wants • • • • 363 

The desire to realize a fortune, in order to provide for a 
family, is a powerful motive to exertion ; but the motive 
would not operate to the same extent, if, from the want 
of other consumers, the producers were obliged to con- 
suflde nearly all that they produced themselves • • 364 

If the master producers have not the will greatly to in- 
crease their consumption, the labouring producers have 
not the power ; and further, no consumption, on the part 
of workmen alone, can give encouragement to the em- 
plojpment of capital • • • . ib. 

If each workman were to consume double, all poor land 
would be thrown out of cultivation, and the power and 
. will to accumulate would soon come to a stop • • 365 

There is little danger, however, of the labouring classes 
consuming too much. Owing to the principle of papula- 
tion the tendencies are all the other way . • 36S 

It might be desirable, on other accounts than with a view 
to wealth, that the labouring classes should not work so 
hard ; but as thid could only be accomplished by a simul- 
taneous resolution among workmen, it cannot take place 366 

With the single exception of the effects to be expected 
from prudential habits, there is no chance of an in- 
creased consumption among the working classes ; and 
if there were, it is not the kind of consumption best 
calculated to encourage the employment of capital . 367 

When the demands of the landlords have been added to 
those of the productive classes, it appears from experi- 
ence that profits have oAen prematurely fallen • ib. 

But if the master producers have not the will to consume 
sufficiently, and the working producers have not the 
power, thieo, if the aid of the landlords be not found suf- 
ficient, the consumption required must take place among 
the unproductive labourers of ikdam Smith . 368 
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Every coQDtrj mutt oeceMarily have a body of unproduc- 
tive labourers ; but it it a OMMt importaot practieal qoes- 
tioD to determine, whether they detract from the wealth 
of a country, or encourage it| • • . • 36^ 

The solution of this question depends upon the solution of 
the greater questions, 1st. whether the motive to accumu- 
late may be checked from the want of demand, before 
it is checked by the difficulty of procuring food ; and 2dly, 
whether such check is probable . . ib. 

An attempt has been made to determine these two questions 
in different parts of the present work, and if the determi« 
nation be jnst, we may conclude that a body of unproduc* 
tive labourers is necessary as a stimulus to wealth • ib. 

Of the persons constituting the unproductive classes, those 
which are paid voluntarily will be considered in gene- 
ral as the most useful in exciting industry, and the least 
likely to be prejudicial by interfering with the costs of 
production • . ... . 370 

Those which are supported by taxes are equally useful 
with regard to distribution, but may be prejudicial by 
occasioning an increased cost of production, and em- 
barrassing commerce . • • t .371 
Taxation, though it may sometimes stimulate to wealth, is 
so dangerous an instrument of distribution, that it can 
never be recommended with this view ; vet, when a dif- 
ferent distribution of property has actually been effect- 
ed by it, the policy of a fresh change may be doubtful . 372 
If distribution be a necessary element of wealth it would 
be rash to affirm, thnt the abolition of a national debt 
must certdoly increase wealth and employ the people ib. 
If the powers of production in a well peopled country 
were tripled, the greatest difficulty would be the means 
of distribution ; and it would depend upon the circum* 
stance of proper means of distribution being found, 
whether the increased powers were a great good, or a 
great evil • . . • . . ib. 
It may be a question, wbetiier, with the great powers of 
production possessed by this country, and with its actual 
division of property in land, the same stimulus could be 
given to the increase of wealth, without the distribution 
occasioned by a national debt . . . . 374 
Still there are serious evils belongiog to a national debt 
It is both a cumbersome and a dangerous instrument of 
distribution . • • . . • ib. 
On these accounts it might be desirable to diminish the debt, 
and discourage its growth in future ; but after being ac- 
customed to a great consumption, we cannot recede with- 
out passiog through a period of great distress . . 375 
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If a sponge were applied to the natioDal debt, the rest of 
the society, instead of being richer, woald be the poorer 
for it. More labourers would be thrown out of em- 
ployment, and more capital would emigrate . 375 

The landlords would probably employ more menial ser- 
vants, and this would be the best remedy that in the 
actual circumstances could be applied ; but the structure 
of society would be greatly deteriorated by the chanee • 376 

The profits of capitalists, notwithstanding their relief from 
taxation, would fall from the want of distribution and de* 
mand, and in a few years the whole produce would be re- 
duced ... . . 377 

A country with land, labour, and capital, has certainly the 
power of recovering from this state of things ; but it 
would have passed through a period of great stagna- 
tion ; and finally a considerable body of unproductive 
labourers may be absolutely necessary to call forth its 
resources ... . • • 377 

The most desirable proportion between the productive 
and unproductive classes is that which will give the great- 
est exchangeable value to the national produce, and 
this proportion must vary according to the powers of 
production ...... 378 



Sect X. — JppUeaii&n rf seme sf the precedmg Princes to ike 
Distresses rf ike iMwmning Classes, since 1815, wiik genrtal 
ObservoHans. 

The distresses of the labouring clssses have been attributed 
to deficient capital. The capital may be deficient com- 
pared with the population, and yet not deficient com- 
pared with the effective demand for it • . . 379 

If one fourth of the capital of a country were suddenly 
destroyed, or transported to a different part of the world, 
profits would be high and saving would be the remedy 
required . . . . . . ib. 

If, on the other hand, capital were diminished by the fail- 
ure of some branches of trade which had formerly been 
very prosperous, profits would be low, and saving would 
not be the remedy required 380 

The state of £ngland at present bears the nearest resem- 
blance to the latter case. Its capital has been diminish- 
ed, but its revenue and effective demand for produce 
have been diminished still more, and profits are low and 
uncertain ...... 381 
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But when profits are low, and capital is od that acooaot 
floiriiig oat of the coootry ; to encoarage saving, is like 
the policy of eocooragiog marriage when the population 
is starring and emigrating . • • • S83 

Our present low profits hare been attriboted to the culti- 
vation of poor land, heavy taxation, and restrictions on 
commerce ; bnt it is difficult to admit a theory of our 
distresses inconsistent with the theory of our prosperi- 

Whatever may be the final tendency of these causes ; yet 
as the country was nx»re than usually prosperous when 
they prevailed in a greater degree than at present, we 
must look elsewhere for the immediate sources of the 
existing distress • . • • . 284 

A country surrounded by an impassable wall might expe- 
rience similar distress from a sudden diminution of de* 
mand and consumption, although there were no poor land, 
no taxes, nor any restrictions on trade ib. 

The state of Europe and America since the war is inexpli- 
cabfte upon the principles of those who think that the 
power of production is the only element of wealth . 386 

The transition from war to peace, as usually explained, 
will not account for so long a period of stagnation as has 
taken place since the war : but it may be accounted for, 
by supposing that the whole consumption compared 
with the supply has ^minished • • 386 

This diminished consumption must have operated very dif- 
ferently in different countries. Some it must have re- 
lieved, others it has distressed. Those which suffered 
the least by the war have suffered the most by the peace ib. 

The distress which has attended the peace is an unfortu- 
nate association ; but it should be recollected that it has 
arisen from peculiar circumstances, which in the same 
degree are not necessarily connected with the termina- 
tion of a war ...... 387 

On account of the evils likely to be felt from a sudden di- 
minution of consumption, the policy which has often 
been recommended of raising the supplies for a war 
within each year may fairly be doubted . . 388 

Although it is necessary to save, in order to recover the 
capital which the country has lost ; yet if profits are 
low and uncertain, saving is not the first step wanted . 389 

What the country wants is an increased national revenue, 
or an increase of the exchangeable value of the whole 
produce. When this has been attained we may save with 
effect . . . . 39Q 
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The qaefttioD, how this increase of revenae is to be at- 
tained, has been attempted to be answered in the latter 
sections of this chapter .... S90 

An increased revenne is not so easily attained as an increas- 
ed proportion of capital to revenue ,391 

Still it is of importance to know the immediate object to be 
aimed at, that, if we cannot forward it, we may not re- 
tard it • • • • • • 39« 

A greater freedom might be given to commerce without 
diminishing the revenae of the costoms. The permanent 
effects of opening the trade with France woold certainly 
be beneficial • • • • '393 

Bnt in looking forward to changes of this kind, we should 
attend to the caution given by Adam Smith, which woold 
be particularly applicable to the silk trade • ib. 

When the opening of any trade would produce temporary 
distress, it is because it would diminish for a time the ex- 
changeable value of the whole produce ; but, io general, 
the extension of trade increases it * * * 394 

A knowledge of the effects of unproductive consumers on 
national wealth will make us proceed with more caution 
in our efforts to diminish them • • • • 395 

Public works, the making and repairing of roads, and a ten- 
dency among persons of fortune to improve their grounds, 
and keep more servants, are the most direct means within 
our power of restoring the demand lor labour * * ib. 

When the national revenue has been increased, and the pro- 
fits of stock have been raised, we may then proceed with 
effect to recover our lost capital by saving * * 396 

It is thought by many that the revenue of the country would 
be most effectually increased, and the balance of consump- 
tion restored, by an abundant issue of paper ; but this 
opinion is founded on a mistaken view of the effects of a 
depreciated currency * ' * " • ib. 

A great issue of paper now would have a very different effect 
from that which it had during the war. It would increase 
the glut of commodities, and in a short time aggravate the 
distresses of the capitalists, by reducing still farther the 
rate of profits ••••-• 397 

The doctrine that the progress of wealth depends upon 
proportions may be objected to as rendering the science 
of Political Economy more uncertain ; but if it be found 
true, it is a sufficient answer to the objection * * 398 

Though no certain rule can be laid down for growing rich 
the fastest, yet if we attend to the great laws of demand 
and supply, we shall generally be directed into the right 
course • • • • • • ib. 

The market of national capital will be supplied without the 
aid of patriotism, and the whole question of saving may 
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safely be left to the nDinflaenced operation of iodividaal 
iDteresta aod feelings • . . • . 399 

Though the science of Political Ecooomj mast, from its 
nature, resemble more the science of morals or ofpolitics 
than that of mathematics, yet if its principles be founded 
on a sa£Bciently extended experience, they will rarely in 
their application disappoint our just expectations * 400 

Another objection may be made, that the doctrines of the 
latter part of this work are farourable to taxation ; but 
this would not be a just inference " * ib. 

Even if we allow that taxes and expenditure may, under 
some circumstances, increase wealth, yet if such wealth 
is only temporary, and when its progress stops is attended 
with distress, it would have been better that it had not 
existed ..... ^ 401 

It is the duty of governments to avoid war if possible ; but 
if it be unavoidable, so to regulate the expenditure as to 
produce the least fluctuation of demand * * 402 

Other classes are often relieved by the taking off of taxes ; 
but nothing can compensate to the labouring classes the 
want of demand for labour * * * * ib. 

To state these facts is not to favour taxes, but to bring for- 
ward additional reasons against imposing them without a 
strong necessity . . . • • 403 

The labouring classes suffer more from low wages in adver- 
sity than they are benefited by high wages in prosperity. 
To them fluctuations are most unfavourable. The interests 
of the great mass of society require peace and equable ex- 
penditure • • • • • ib» 
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tiaetioo of tbe fieooomifti com idered, 2B, 
30 ■ real nature of piodnelive labour 
aUted, SO, 43— eiamination of Adam 
Smith** definition of unproductive labour, 
,3l--35-r.the labour eeallaed upon mat^ 
rial product! is the only labour WKepti* 
bio of accumolation and delnite valnn* 
tlea, 86^-4he labour, wbieb a ooBMnodfty 
haieoet, comidered a» a mea e nre of ca* 
•ebanaeable value, 67— 6»— 4he labour, 
whidi a commodity will command, coori- 
densd as a measure of real value in ea- 
change, M 40-p-a aman between eom nnd 
labour, eoasidered as a measure of nal 
value ioeachange, 100— 106 tihewBMs 
of labour dependent on supply and » 
maod, 167— 191— tbe nntural and mar* 
.ket prion of labour defined, 191— tba 
caufof, which prineipftlly iefluenoa the 
demand for labour, m-107-eAct of 
a fiili in tbi^ vahie of money on tbe de* 
mand for labour, 207— 117— the flfiM* 
ive demand for taboor not likely to be 
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iftctcdbythfeiDtTDdoGtioaorfliedeapi^lIiwdlord, poritivc «MHh of, oug)it to kh 



ttl,tM-*hov far tbe profits of capital 
•re aflbetod by the proportioo, wbien co- 
pital bean to labour, 2S4«-a4a— iowo. 
tkm to nve labour ooasidorad at a ati 
muhit to tbr eootiouod iaereate of voalib. 
311-^19. 
Labourar, tbe wacQi of, to be oecMnrily 
•eparated from tbe reot of land, 118— 
136— Mueaoe of tho rate, at wbicb tbr 
KMoren of tbe ooontry and tbe demand 
for labour are locreating, upoo tbe ooo> 
ditionoftbe labouring clasMi, 19S~io* 
fluence of the babitt of people io raapeet 
to their food, clothing, and lodgiof , oo 
thfir eonditioo, 193^199— «(bet of a fall 
in tbe value of mooej. on tbe oooditioo 
of tbe labourer, t07-.tl7— diflbraoee be- 
tween tbe eaminfi of laboorera in Poland 
and in America, 242 — laboorert are tti- 
nolated by the want of neecmaricf to 
produce Inxuriei, 294, 295— deficient ca- 
pital, the caute of the dittrenei of la- 
bourert, lioce 1B15, 344» 345— further 
elucidation of tbif MlQect, 379^-390— re* 
mediea for theae diitretaet : fint, an io- 
ereaied national revenue, 390— tbif to be 
obiatoed onijr by an onion of tbe means 



gradoally, in the proms of • 
ooontry towards a high rate of improvt^ 
mmit, lM>*iav«slicatioB of tbe caoMt, 
which may mislead husi in lotting hit 
lands, to the iiqury of himself and of tbe 
country, U6— l59-oo the strict and ne* 
ceasary conutMon of the mterasU of the 
laodlonl and of tbe state, in a coontiy 
which suponrts its own popolatioo, 190— 
169— and m countries which import com, 
I70-- 17S> probnUoeAct of an abolitiOD 
of poMic debt upoo landlords, 377. 

Lauderdale (Lord), definition of wealth by, 
21— remarks on it, IK 93. 

Lissilatiotts and exceptions, why rtM^A 
by some scientific writers on poiitknl 
economy, 6— tbe necessity of them ini»> 
t rated, in the doctrines laid down by 
4dam Smith, respectiac frugality and 
saving, 7- -and in the rows which relate 
to the divbion of land, 7— refutation of 
the opinioo of some political eeooomistt, 
that though esoepliont nay exitt tollie 
general rules of political economy, yet 
thny need not be DOtiocd, lO-*ia. 



of diitribotioo with the powers of produ^ Machineiy, influence oC on the prktt of 
tioo, 390—393. 320-^.^329.— sceeiulty. ao commodities, 145, 146-4nachines to save 



in the exchanceable value of 
the whole produce, estimated in bullion, 
and io the command of this bullion over 
Ibrelgn and doaesUe labour, 390. 393. 
401 
Land, reot of, defined, 106— its nature and 
caoses investigated, 107, d sag.— in.what 
Banner the fertility of land gives a power 
of yielding rent, 112. 117— oo the ne> 
ceasary separation of the rent of land 
from the profits of tbe cultivator, and 
the wages of the labourer, 118—129-^ 
causes of the rise of rents of land in the 
ordinary progress of society, 126—130— 
and of the fallof them, 140- 143-oo|the 
dependence of tbe actual auantity of pro* 
duce obtained from the land, upoo tlie 
existing rents and tbe existing prices, 
143. 140— general remarks oo the sur- 
plus produce of laod, 176. 182— fertility 
of land, tbe only source of permanently 
high returns for capital, 183— striking 
inustraHoo of the efliku of capitals eos- 
ployod on land compared with others, 
183, 184— other advantages rasolting from 
the fertility of land, 184— 186-iU fertility 
oowidered as a ilimulos to tbe cootinued 
inereaae of wadth, 981— ^10- the distri- 
bution occasioned by the division of 
landed proper^, considered as a 
of incrnting the exchangeable vahm ni 
the wbol^ prodnce, 330«-340«-8« alto 



labour, considered as a stimuhis to the 

continued increase of wealth, 311—319. 
Maise, extraordinary productivenem ol^ in 

New Spain, 298, 299. 
Manufisctures, diflkrence between the nato- 

ml or necessary price of, and that dt 

com, 144— effect of machinery on their 

prices, 145. 146. 
Markets^ the opening of, promoted by fad* 

litics of productioo, 319 market prkca, 

bow regulated. 6l», 67. 
Measures of vaiuci general observatioot 
lemaod and t 



on, 41— 49'-de 

dered as a measom of < 

lue, 53«>56— coat and supply, oonsi dfer ed 

as such a meaaore,57— 66-nlso tbe labour 

which a commodity has oost,67— O^^-^ad 

the labour which a commodity wlU ooos* 

maod, 94— 99-*-of money, when uniform 

in value, ooosklered as a oMatttiwof vaHm^ 

86— 93— of ameaB,coQSMlrfedas amea* 

siuw of real value ia exchanga, 101^109. 

Metab, the precious, whan naifiBrm IB their ' 
cost, ooosidered as a meawreaf vmlo^ 
97 ..93— how a diflkreace in their value, 
in dififerent eouatries, and under diflkrcak 
circumstances, aflects the price of com, 
1 51-4rrar of Adam 8mith*s opiaioo, that 
the low value of gold aad ttlver h aa ' 
proof of the wealth and flooriahiqg stata 
of tbe Gonntfy where it takes place, 154. 
165. 

Mexico or New Spain, extmordinary ferti- 
lity of, 296, TSMaMmet of ittiahabi- 
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iMta, 3«C 2B0, ng-cttWi of ilf thinl the thin pqnilmtioQ bl 
popolfttkm, 298— cvtrMM^inanr prodoe- New Spaio aceoaotcd lbr« tW 
tifciWM of the MexicaD maise, ift.~ po-1 to the prof ren of populatit 



vcrty of the Meneew, S89— obiteelet to 
the profKM of popaletioii io thii eaa» 
try, M9>«^aat of deoMBd, the chief 
caoM of the tlov pronctt of New Spein 
io wealth and populaimi, eoaipared wiih 

Mooey, when uoilbrBi hi iti coit, eoiwidei^ 
cd at a awaiara of vaUie, 8fr-4 P 4he 
eifeei of a fall ia the vahie of mooejr, oo 
the deaiaad for Uboar and the ooodition 
ortheUhoarer,SOT.^l7. 



NatioDal Deht, eirili of a great ooe, 374— 
reeaooB why it ihould he iknrty icdoced, 
hot oot aooihilaled, 375, 376--probable 
eAeto of eaaihilatiog the pohlic debt, 
37t— ^rtieularly oo laadlordi, 377— aod 
OD capitalittt, iL 377, 378. 

New Spain. See Jfetrice. 

Noi^iDterlcrcnee, the prindple of oecem- 
rily limited io prectioe; i!rff, hy 
dutiet cooa ect ed with pobtical eco 
which it is uoivenally aeknowledfed be> 
long to the lovcreigo, 14 ; Meonaly, hy 
the aloKMt uoivenal preraleoQe « bad 
regnlatiom, which require to he aneodp 
ed orreniered,l3; and Midty, by the 
nfee«itT of taxation, t(.— the propriety 
of mtef4riBK hot little does not npenede 
ia any degree the me of the nxMt exteo- 
tire proMional knowledge, 16. 

a 



WUti of 

oMaelet 

100 in that 



that 



country, 300. 

Potatoes, the coltore of io Ireland a < 
of the increaied population of 
itbnd, 181, 196. 

Prieet of commoditiei, how influeoeed by 
demand and supply, 51 — 56— by the cost 
of prodoction, 57-— 66— by the labour, 
which a commodity has actually cost, 67 
—83 -and by the labour which it will 
conunand, 93— 99— prices of commo^ 
ties, how influeoeed by money, when 
uniform in iu value, 86^93— natural or 
necessary price, what, 66, 67— the eanset 
of the exccm of the priee of raw pro- 
duce above the costs of production, 110 
—117— the dependence of the actual 
quantity of produce obtamed from the 
tand upon the existing priee, illustrated, 
14»-f4a-« temporary rise of priee^ 
oot solBcient to warrant an increase of 
rent, U7— rent ought always to be a lil- 
tle behind prices, ib, 158— the nataral 
price of labour, what, lOS^-and what 
the market price, a. 193— >prices of 
wheat in the l^th and 16th eentories, 
tlh 213» 2l3^4n the 17th century, 214 ' 
—in the 18th century, 217— and in the 
former part of the 19th centuiy, »1T— 
general observations on tin prices of 
enni during the last five oentnriea, 218-» 
226-particularIy as afiheted by the ic»' 

^ sons, 221, 222. 

Priflsogeoitore, right of, ought not to be 
abollabed in tliucountry, and why, 338 



Qrts, unfavoorahle operation of profaibi* —340. 
lory laws, and of bounty oo the growth Produce (agricultural), influence of the in* 
•i;ii6,199. fenseof>ricetn,ooraisii«renti,i3(>- 

138— and also io diminishing them, 14S, 
143-on the dependence 7 the ' 



\ fanportanee and nature 
r,l,l--strkturesonthe 
sen the Eeononists and 



Milieal 
o fjhe sc ience of, 
diflerances between 

Adam Smith, % 3, 5-anses of the dif> 
ferences hi opinion amoag the prf ndpal 
writers on political economy, &— 17— 
BNthres and design nf the present work, 
17, 18. 

Pepnlatien and cultivation do not always 
proeeed with equal steps, 100— influence 
of the laci^eae of pomilation on rents, 
lt7, 12fr-cnnseof the iocreeae of the 
populatiott of Ireland, 181, 196-why 
the popofotion of Bngfamd did not m- 
crrase in proportion to that of Ireland, 
during the same poriod, 197, 226— causes 
of the increase of popolatioo in Scot- 
land, 198-of the causes which princi- 
pally hifluenee the increase of popula- 
tion, 900, 207— the incraase of nopola- 
thm, eoondered as a stimolns to the eon- 
tinoed incretse of wealO, S70— 27S— 



quantity of produce obtaued frees the 
land upon the existing rents and existing 
prices, 143-149— the eonneuon between 
great comparative wealth, and n hi|^ 
comparative price of raw produoe, 136— 
156-of the distribution occasiooed by 
the division of landed property, eonpdef^ 
ed as the means of inemsing the cs- 
changeable value of the whole nrodoet, 
330-346-of the distribution occasioii- 
ed by commeree, considered as tlw means 
of increasing the exchangeable value of 
produce, 340-333-the distribution oe» 
casiooed hy unproductive consumers, coi^ 
sidered as a means of increasing the a* 
changeable vahie of the jrhole prodnee, 
358— 378— an iocriease in the exchai^(^ 
able value of the whole produce, ne«» 
sary to extricate the labouring classes of 
this country from their present distrBiB» 
esiSSO^r"- -^ 
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■■I IwimiWr iwJUi»iy.> ^ iiii MbQrdi> 
mteioiiM i«lflftioo«r<llieM|i|»lf u>lfc« 
demaiid, 57— 62— Ih* true vagr ^ oewi 



darioK ^cort of pwA i c iw o, 

«i wiit f i p t B Si me Ufh eo 



oott of productaoo it e cenae of the high 



eo ^fw titit prfae of eern, 15X...ldft. 
the fBhw, V 4he jrbole Modooe eT « 



r«ehe«ilMBeie^90S,«O7 

.Ihcittlietdr ^ ,__ 

te flf AHMbis, iitUjM onioe ef'thc 
MM»ar VftMbrtioe«ith the iiieeai <d 
ilkUl\MAltm,mtwmwmf, iseederto ei 

i ^be ^icfeet ^iitram ei 
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.390 Beveooe, I 



lifli ef iMUm Snilh<^ defaitfoe tif it, sa 

TifliMirfihe ffdtivalor, en the , 

MMWTinn nf. fvem ihe teot of 4ee d,lt8 
^,MB>»4Pe&ileli<Hi of the emr« thet whcD 
A--^ ^^wfiMMJrfiiy throiMi ont ef eelU- 

^the^rateof iiraMivrlll he high in 



, ^ le'tfie eoMrior eetarsl lertili- 

j^^iIlM Jaail, wj£b wiU Umo he least 
MmUktm aMmtkn, MS, 149. 

Ptoili of«irteUMDed, tt8.^B vbet na» 
w Itey aie 4b6ted hr the inepeMiiic <>» 
4taltr of .pfoeerii« the neeet of 
«Dee.ttf...»4..jd«» hr the pre. 
4Phkh eifiCal heen to lahonr, *JS4...«4S 
.MaoAhf tfie OMn pnatieaUf ie opera* 
tioo, a43...S63...reaiarfcs oo Mr. Riea^ 
ia^i Ah«ry of frofiti, SM..^I. 

PioMirty,eaimMinn io, bom aegutoled n 
Fnov, 335, 338. SeeLen^ WmMk. 

pMBortiDOt, iMpwtmiriH of eoosiderioc id 
I^MrfoKfiptotfoiiiltioa pb l iUca l 
Jiir.3il,«6. 



Ooriterof 'iMid, how Ar a prkMryeaw 
of Mhifhynaeof CMrfrodMO, tie.. 
MB. 

Jt 
]Uiit«r lM<l,4eioe4. 108..Jla wtere apd 
flWMi, 1i6L..11Y.^1lbe eMvoiwtaoce ^ 



wodtaeeof thiactittl ooonlitf of pio- 
ioce-Qhteioed fhrn the IoikI, opoo the 
omthif MOliiiail tharyittiof prieei, 148 
...449.. ffMpeet of eiorhitaot raot, fron 
a compotitioo <if fameni, io whet rcvpeet 
a cawe «f m^mj te UodlofiN and to the 
eountry, 1 50 c ei it iet to then m v«it* 
inc their reota, I59...16fl ..im piw r aj eo^i 
iu agricallare, a aaio touree of tlie rift 

BiSQrMi of a eouetrr cannot he aiterafl 
bf faoMiity, 191. 
B«itrietioMeB the i mportation of cem, 4^ 
ieet of, 174...1T& 

rveone, aavinc from, to add to the capi* 
UU contidered at a atimoloi to the in- 
create-of^eaKh, 979.. .999.. .an iutieaw d 
national eavme wanted towrtrlyte thli 
eowrtfy ironi iit arvarat diftrewM, 9B9.*« 
an onion of the nienni of dirtrihotion 
with the pevera of mdnetioo h ahi»» 
lutelynecctfarylisrthtt purpose, 390... 
390, 390.. 902. 

(Mr.), eheracterof his prineipln 
of yoltticet eeonomy. 18, 108, nofcf-- 
ohsi r»atioiii en his opinion on the ioito- 
ence of denned and Mipply on prices, Slf, 
97...bisMopasitien, that a rise m the 
pficeof lahonr loveratlie price OT a larf' 
elms of commodities, proyrd to be true, 
T9 ..T7...hif opraion considered on the In- 
fiiHMe of «ertllil7 of land on the ikK 
creascof rents, 114, 115, n7...hi8 theory 
of rent controverted, I60« Ml, 188.. .1^9 
...strictures on his notion of the forplus<ff 
land, 176. .180.. .hit definitioo of the on»' 
tnral price of labour errooeons, 199... r^ 
on his theory of profits, 9S4...2B9 
on his theory of acemnolation, or 
from revenue to attd to capital, 
and as a stimulus to the increase 
of wealth, 977 ..980, 284, 986. .291... 
correction of his s t a i e m en t as to the e^ 
0Bct of the powers of prodoetioo on the 
mcmtte of wealth, n99, 994.. his posiUon 
•controverted that *tieiBC i9 anendiQateao 
of a means, 381, 381 
Riches, deOoed, IMS, 988. 
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-^f.theiBain fend df« country 
;«ilirely ns^lv^eiatowa* 



i« onmponent part of the 

Biiieaofthe«ffaat mam «f commodities, 
Ofu^onthn 



ftnmi lw ami tsof themSihrator, and the 
fmam^ thelaboorer, IM. 



mHm'of the 'labourer, 1I8../198...I 
pjfc ^pcatt te, and In what manae 
nea^artionsi, '^V.«'mw.«^rhsit 'Cnosci 
In sniss iwnliin Che osdianry piwgr 
saaMrt 198^Jl89...wfant causes tc 



./198...mttt Seasons. 



■ »■■ w vw« oedianry prof rem d 
r, 198^jl89...wfant causes temi td 
the rents, 140..«4di...on the ^ 



8. 

Sairing, natioMl and indiridoal cou si derrt, 
98l...36ift. 

Say (M e r r one ou s views of the DBtnre i# 
rent, 107. 

Scotland, hicrease Of rents in, nccomitcd 
for, t94...causeBOfits increased popula- 
tion, 198. 

saions. iDdoeoce of, <» the price of com, 
121,992. 

liver, diflhreot values of, in Kepgnl mid 
l&pghmd, accomrtM for, 90. .its value 
Very diflteivut io dlficrcnt JBuiopcafl 
co un tri e s, Jthoq;h not so amch as In In- 



tend Silver, 
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Ith, MatdU S3...ttbter««Hofig od tbc] 
ftraot detoitioat givto oTit bj politi- 
1 MonoiBifli, 21l...2l...«ipedftlly that 
' Lord LMiderdsle, 21....Mid I 
nitb, tl.-«MceptibiUt7 of mciu 
M, ■■■a rt a l tooor otnl eoaeeptioot of 
iftltb, as...oii the emuMiioii Wweeo 
nt eompmtSTtt watlth aod t high 
■ptnUifv wke of nw pradoee, 132... 
ft...tlM difdoetlot betwwB vaIm and 
«lth, ilBttd, 202.«.fl6Q...the incraiiQ 
populatioa coiHiderad •■ a fttaraliitto 
B c oD t i n md fa c wn af wealth, 270.. 
3...or aeoMNilatioB, or the WK&m o(f 
reooe to add to a capital, « 
a itmnhii to the iaereaie of wealth, 
3...290...the ferUKty of the aoU 



demd as a itimnkii to the cootimied is* 
erease of wealth, 29l....310...iiMreiitioai 
to Mve laboar coaeide r ed ae a itimului to 
the coDtiaoed hi^reaia of wealth, 311, 
319...or the aeeeNitj of the uoioo of the 
powers of pfodoctioQ wKh the neeaet of 
difiributkn, m order to eotore a eootiiM* 
ed Miereaie oT wealth, aa0...3l8. 
Wheat, prieet oi; id the IMh aad l(Kh eee* 
tarici, tlU...2l2...ia the ITth ccatary, 
S]3...iDthe 18th century. 214. ..aad hi 
the fanae rprtof the 19th century, 217 
... general oliwf*atiom oo the prices of 
wheat darinc the lest five centuries, 218, 
H Mf .— parucularly oo the inflaence of 
the seaioB oo those prices, 220.. J22. 
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